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Commissioner of Patents and Trademarks 
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PETITION TO MAKE SPECIAL UNDER 37 CFR§1.102d 



Sir: 



The Applicants hereby petition for advancement of the prosecution of the above-entitled 
Application on the following groimds: 

A. There was actual infringement of some or all of the Application's claims 
on February 3, 2003, subsequent to publication of the Application on 
January 30, 2003 and service of notice to the infringers prior to the 
infringement, thus accruing Provisional Rights. 

B. The infringers are planning to commit other infringing acts in February of 




Applicants consider that the February, 2003 acts unquestionably infr]^|i^ 
the Application's claims. Applicants have compared the Application's 




claims with the infringing acts as described in documents governing the 
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auction, published by the New Jersey Board of Public Utilities (BPU) and 
the four energy distribution companies for whom the auction was held. 

D. The art was thoroughly searched by the USPTO in Class 705/400 and 
379/112,1 15 during the prosecution of the grandparent. Application Serial 
#09/023,968, which issued as US Pat. #6,047,274. While the parent 
Application, Ser. #09/542,451, was a CIP of the grandparent, the claims of 
this Application are fully supported in the specification of the grandparent 
and fall generally within the scope of the issued claims of the grandparent. 
Further, since the chain of continuity is unbroken, the claims of this 
Application are entitled to the February 24, 1997 priority of the 
grandparent application. Applicants know of no citable art that is closer to 
their claimed invention than the art cited in the prosecution of the 
grandparent application and the parent application. The parent application 
is scheduled to issue as US Pat. #6,598,451 on July 22, 2003. 

E. In the Notice of Allowability issued for the grandparent application, the 
Examiner explained in detail why he considered the claims of that 
application allowable over the prior art. Applicants have reviewed the 
Examiner's reasons for allowance and consider those reasons equally 
applicable to the claims of this Application. In particular, none of the 
cited references disclose or suggest an open energy auction of the claimed 
type. 
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F. In the event that the Exammer considers that the apparatus claims of 
Group II, set forth below, form a separate invention from the method 
claims included in the Application, the Applicants elect the method claims 
of Group I, without traverse, but with a view to the possible filing of the 
Group II claims in a Divisional Application. 

ELECTION OF CLAIMS 

The claims are grouped as between method claims and apparatus claims as follows: 

Group I (Method Claims) 

Ciaun 1, Claims 44-83, Claims 92-136, 
Claims 146-156, and Claims 158-172. 

Group II (Apparatus Claims') 

Claims 84-91, Claims 137-145 and Claun 157. 

STATEMENT OF THE INVENTION 
The claimed invention is a method and apparatus for conducting an automated auction for 
the provision of energy to energy consimiers by soliciting bids from energy providers, processing 
the bid mformation in accordance with auction rules, distributing bid information from each of 
the bidding providers to other bidding providers and selecting providers to supply energy to 
energy consumers. 

STATEMENT OF INFRINGEMENT 

An auction undoubtedly infringing at least some of the claims of this Application was 
held in New Jersey during February 3*^** and 4* of 2003. The auction was authorized by the New 
Jersey Board of Public Utilities in a Decision and Order issued on December 18, 2002 
(Exhibit I). The Decision and Order favorably mentions the results of a prior auction held in 



February of 2002 (See, for example, page 7 of Exhibit I), The conduct and results of this auction 
were announced by the BPU in its February 5, 2003 press release and reported in the press on 
February 6, 2003, (Exhibit II) 

This auction was held subsequent to the republication of this Application on January 30, 
2003 (Pub. No.: US 2003/0023 540A2). This Application, the subject of this petition, contains 
the claims present in the republication (Exhibit III). (Note that Claim 1 and Claims 44 - 154, 
contained in the Preliminary Amendment filed in the Application on September 18, 2002, are 
present in the republication and Claims 155-172 were subsequently filed in Second and Third 
Preliminary Amendments, all claims being fiiUy supported in the grandparent application, now 
US Pat.#6,047,274, as well as in the parent application, soon to issue as US Pat. #6,598,451.) 

On January 30, 2003, concurrent with the republication of this Application, parties to the 
New Jersey energy auction were served with notice of the republication and a copy of the 
published claims. Exhibit IV is a copy of the letter sent to Ira H. Donner, Esq., attorney for the 
four energy distribution companies for whose benefit the auction was held. Similar letters were 
sent to the New Jersey Board of Public Utilities and its members. 

By order of June 20, 2003 the New Jersey BPU ordered the same energy distribution 
companies to submit proposals for the procurement of electric energy supply for the next year 
(Exhibit V). In response, on July 1, 2003 these four energy distribution companies submitted a 
joint proposal to conduct energy auctions similar to the previous two auctions, to be held in 
February 2004 and agam in 2005 and 2006 (Exhibit VI). Since the 2002 and 2003 auctions were 
considered by the Board and the energy distribution companies to have been successfiil, the 
Applicants expect that, at a minimum, the infiingers will utilize another infiinging auction 
process in the procurement of the next year's energy supply. Past infiingement, this expected 



pattern of continued infringement, and the Applicants' accrued Provisional Rights make it 
imperative that the Application being considered here be advanced on the Examiner's schedule 
and be prosecuted to conclusion in the near future. 

Applicants respectfully urge that the above statements and attachments fulfill the 
requirements of 37CFR §1 .102 and MPEP 708.02 and request advancement of the prosecution 
of this Application. 

If, during consideration of this petition, or any ensuing prosecution of the instant 
Application, the Office considers that a telephone interview would, in any way, advance the 
prosecution of this Application, the Office is urged to call the undersigned attorney at 



Correspondence to: 

Allen N. Friedman, Esq. 
McCarter & English, LLP 
Four Gateway Center 
100 Mulberry Street 
Newark, New Jersey 07102 
(973) 622-4444 



(973)639-6946. 



Respectfully, 
Jack J. Johnson 
William F. Coyle 
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(Service List Attached) 



BY THE BOARD: 

The Electric Discount and Energy Competition Act of 1999 ("EDECA" or "Act"), N.J.SA 48:3-49 
et seg., provides that for at least three years from the starting date of electric retail choice and 
until the Board finds it to be no longer necessary and in the public interest, electric public utilities 
shall provide basic generation service ("BGS"). N.J.S.A . 48:3-57{a). 

After an extensive proceeding, the Board, by Order dated December 11, 2001, determined that 
for Year 4 of the Transition Period (August 1 , 2002-July 31 , 2003), the electric utilities should 
continue to provide BGS, with the procurement of supply to meet the full electricity requirements 
of BGS customers to be achieved via an auction process. The Board further determined that a 
further review as to whether to make BGS available on a competitive basis for the period 
beginning August 1 , 2003 ("post-Transition Period") would be undertaken pursuant to a 
separate scheduling order. 

By Order dated January 10, 2002, the Board solicited information from interested parties so that 
it could make a timely decision whether BGS should be provided on a competitive basis for the 
post-Transition Period, and what should be the appropriate pricing mechanism for BGS after 
August 1, 2003. The Board issued a list of questions concerning competitive BGS to all 
interested parties. Responses were received from the following parties: Public Service Electric & 
Gas Company ("PSE&G"); Conectiv Power Delivery ("Conectiv"); Williams Energy Marketing & 
Trading Co. ("Williams"); Independent Energy Producers of New Jersey ("lEPNJ"); Division of 
the Ratepayer Advocate ("RPA"); National Energy Marketers Association ("NEMA"); Jersey 
Central Power & Light Company ("JCP&L"); AES NewEnergy Inc. ("AES"); Rockland Electric 
Company ("Rockland"); Reliant Resources, Inc. ("Reliant"); the New Power Co. ("New Power"); 
and Mid-Atlantic Power Supply Assoc.("MAPSA"). The January 10, 2002 Order also directed 
Staff to meet with interested parties in a working group-like setting to discuss the major issues, 
explore possible areas of common ground, determine where differences exist and identify 
potential solutions. 
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Upon completion of the two working group meetings and review of the written comments, the 
Board determined that additional information in the form of formal, detailed proposals was 
required from the parties. Accordingly, by Order dated June 6, 2002, the Board ordered the 
electric utilities and other interested parties to file formal proposals by July 1 , 2002, on how BGS 
should be procured for the post-Transition Period. The Board further ordered that the proposals 
follow a list of guidelines that reflected the areas of concern initially raised by the parties in their 
written comments and at the working group meetings. The Board also adopted a procedural 
schedule, which would enable a Board decision on this issue in the fourth quarter of 2002. 
Among other things, the procedural schedule provided for discovery, public hearings, and the 
filing by all interested parties of comments and reply comments. 

On July 1, 2002, the Board received numerous proposals on how to proceed with the BGS 
procurement process for the post-Transition Period, from interested parties. A joint proposal and 
company specific addenda were received from the electric distribution companies ("EDCs"), 
Including PSE&G, JCP&L, Conectiv, and Rockland ("Joint EDC Proposal"). In addition, 
proposals were filed by the RPA, MAPSA, Williams, Consolidated Edison Solutions, Inc. 
("CESI") and Consolidated Edison Energy, Inc. ("CEEI"), Constellation NewEnergy, Inc., 
formerly AES NewEnergy, Inc. ("Constellation"), Pepco Energy Services, Inc. ("Pepco"), New 
Jersey Large Energy Users Coalition ("NJLEUC"), lEPNJ, Reliant, Select Energy, Inc. ("Select"), 
Duke Energy Trading and Marketing, LLC ("Duke"), and the New Jersey Food Council ("NJFC"). 

JCP&L also submitted a separate filing, dated July 2, 2002, proposing a retail pilot program to 
be implemented in conjunction with the BGS procurement process proposed in the Joint EDC 
Proposal. 

At the July 12, 2002 Board agenda meeting, the Board authorized the issuance of a Request for 
Proposals ("RFP") to obtain the services of a consulting firm to provide advice to the Board and 
its Staff on the BGS procurement process for the post-Transition Period. At the August 29, 
2002 Board agenda meeting, the Board detennlned to engage the consulting firm of Charles 
River Associates ("CRA") to review the July 1 , 2002 proposals, and provide oversight of any 
auction process approved by the Board. 

On September 10, 2002, a legislative-type hearing was held at the Board's Newark office. The 
hearing was chaired by Commissioner Butler, Commissioner Hughes also participated in the 
proceeding. All interested parties were allowed to present their positions for the record. The 
parties who presented positions were the EDCs, the RPA, Reliant, lEPNJ, Constellation, 
MAPSA, Pepco. NJLEUC, and NJFC. 

A number of informal settlement conferences were also held on September 11, 17, 18, and 19, 
in an attempt to find common ground among the participants on as many issues as possible. 

On September 23, 2002, pursuant to the procedural schedule that had been established. Board 
Staff ("Staff') filed its initial position. The EDCs and all other interested participants also filed 
initial comments, which, in some cases, included modifications to their respective Initial 
positions. Besides Staff and the EDCs, the parties filing initial comments were the RPA, 
NJLEUC, lEPNJ, MAPSA/Pepco (Joint), TXU Energy Trading Co.("TXU"), Conectiv Energy 
Supply, Inc., DTE Energy Trading, Inc. ("DTE"), Constellation, Reliant, Sempra Energy Trading 
Corp. ("Sempra"), and Mieco, Inc. ("Mieco"). 
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At its regularly scheduled public agenda meeting of October 3, 2002, the Board amended the 
procedural schedule to extend the time for Reply Comments until October 1 1 , 2002. 

On October 1 1 , 2002, Reply Comments were filed by Staff, the EDCs, JCP&L (company- 
specific comments). RPA, Duke, MAPSA/Pepco (Joint). NJLEUC, Constellation. lEPNJ, Reliant. 
PJM. Natural Resources Defense Council ("NRDC"), Chemistry Council of New Jersey 
("CCNJ"), and J. Aron & Company ('Aron"). 

PARTICIPANT PROPOSALS. COMMENTS AND REPLY COMMENTS 

The Board has carefully reviewed the record in this proceeding. The parties' filings have largely 
focused on last year's auction process and on the Joint EDC Proposal as the baseline for 
proposing specific modifications and/or additions. For this reason, and because it forms the 
basis of much of the discussion in this Order and because, with the modifications described 
below, the Joint EDC Proposal contains many elements that will be incorporated into the BGS 
procurement process which the Board will approve herein, the Board will summarize, in this 
Order, the main features of the EDCs' July 1 , 2002 filing. The Board will not, in this Order, 
separately summarize each party's position in similar detail. The Proposals, Comments and 
Reply Comments filed by all parties identified above are available on the Board's webpage at 
www.bpu.state.ni.us . under Energy. 

JOINT EDC PROPOSAL 

On July 1, 2002, the four EDCs filed a Joint EDC Proposal for BGS, consisting of three parts: (1) a 
Proposal for Basic Generation Service Beyond July 31. 2003; (2) EDC-specific addenda; and (3) a 
form of BGS Supplier Master Agreement. 

The EDCs have jointly proposed two simultaneous, multi-round, descending clock auctions 
("Auctions") for the procurement of supply to meet the full electricity requirements (Le.. energy, 
capacity, ancillary services, transmission, etc.) of retail customers that have not chosen a Third 
Party Supplier ("TPS"). 

One Auction would be to procure sen/ice for the approximately 1750 largest commercial and 
industrial ("C&l") customers on the utility systems of ACE, JCP&L and PSE&G through an hourly 
energy price ("HEP") AuctionV The EDCs propose to move these largest customers to real-time, 
houriy pricing, using interval meters. The customers in this category would represent approximately 
2460 megawatts ("Mw") of load procured through bidding on approximately 49 full-requirements 
tranches of 50 Mw each. Rockland did not propose to have an houriy pricing class of customers. 

The second Auction would be to procure service for ail other customers of all four EDCs through a 
fixed price ("FP") Auction ("BGS-FP Auction") for approximately 15,460 Mw of load to be procured 
through approximately 154 full-requirements tranches of 100 Mw each. These customers would be 
priced at fixed tariff rates determined by converting the auction prices to BGS-FP rates in a manner 
that reflects rate class and seasonal load characteristics and martlet prices. 



^ The Board will hereinafter refer to the HEP class of customers as the Commercial and Industrial Energy Pricing ("CIEP") class and 
customers in this category and receiving BGS service will be on BGS-CIEP. The Auction will continue to be refen^ed to as the BGS- 
HEP Auction or the BGS-HEP Auction for the ClEP customer class. 
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The competitive process by which the EDCs propose to procure their supply for BGS load for 
the post-Transition Period is the same type of auction that the Board approved by Order dated 
December 1 1 . 2001 , which was used to procure supply for the period from August 1 , 2002 
through July 31, 2003. Under the Joint EDC Proposal, the retail load of each EDC is considered 
a separate "product" in each Auction. When a participant bids in either BGS Auction, that 
participant would state the number of tranches that it is willing to serve for each EDC at the 
prices in force at that point in the Auction. A price for an EDC is an amount in cents per kilowatt- 
hour ("kwh") paid for each kwh of BGS load served. A tranche of one product (Le., a tranche of 
the BGS load for one EDC) is a full requirements (capacity, transmission, electric, ancillary 
services etc.) tranche. At the end of the Auctions, the final prices for the EDCs' tranches may be 
different because of differences in the products, due to each EDCs load factor, delivery location 
and other factors. 

The EDCs propose that rates for BGS-FP customers be designed using a generic methodology 
implemented as described in the utility-specific addenda. Bidders would be provided with a 
spreadsheet that converts the Auction price into customer rates for each EDC, to enable bidders to 
assess migration risk at various Auction price levels. BGS-FP rates would reflect market- 
influenced seasonality and time of use indications, where appropriate and feasible, in order to 
provide efficient price signals. 

The EDCs propose that payments to winning BGS-FP bidders for August and September be 
adjusted to reflect higher summer costs. Payments to bidders for the remainder of the bid period 
would be adjusted to reflect lower winter costs. The overall average payment to the bidder 
would depend upon BGS demand in each season and, consequently, would likely differ 
somewhat from the auction clearing price. 

The EDCs propose that, for BGS-HEP tranches, rate schedules would be designed to include a 
monthly rate for the capacity obligation, a monthly rate for the transmission obligation and ancillary 
service costs, and a provision to pass through the hourly PJM^ real-time energy price. Bidders 
would indicate how many tranches they want to supply in exchange for a 0/kwh payment called the 
Default Supply Service Availability Charge ("DSSAC"). The DSSAC is intended to essentially act as 
an "option fee." 

Under the EDCs' proposal, the DSSAC would be charged to all customers eligible for BGS-CIEP 
service and represents the value of the BGS-CIEP option. Winning bidders would be paid the 
auction clearing price for the option fee times the monthly sales to all BGS-CIEP eligible 
customers, whether on BGS-CIEP or not. 

Under the Joint EDC Proposal, each BGS supplier would be required to assume PJM Load 
Serving Entity ("LSE") responsibility for the portion of BGS load (whether BGS-CIEP or BGS-FP) 
served by that supplier. In accordance with the PJM Agreements required of LSEs, BGS suppliers 
would be physically and/or financially responsible for the day-to-day provision of electricity to BGS 
customers. The detailed commercial terms and conditions under which the BGS supplier would 
operate, including credit requirements, are set forth in the BGS Supplier Master Agreement 
attached to the Joint EDC Proposal as Attachment A. 

The EDCs propose that the Board render a decision on the Auction process and render a decision 



^ PJM is the Pennsylvania-New Jersey-Maryland Interconnection. 
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on the Auction results. They further propose that the Board approve or reject in their entirety the 
results of the BGS-FP Auction and, separately, the results of the BGS-HEP Auction, by the end of 
the second full calendar day after the calendar day on which the last of the two Auctions closes. 
Upon Board approval, the Auction results would be a binding commitment on the EDCs and 
winning bidders. 

Numerous other Auction details are explained in the Joint EDC Proposal, EDC-specific Addenda, 
Attachment A and Supplier Master Agreement including that: 

• all customers will be free of all switching restrictions save for the Board's 20-day, anti- 
slamming enrollment process which the EDCs propose be extended to a 50-day process; 

• BGS suppliers must meet all New Jersey Renewable Portfolio Standards ("RPS") 
requirements, including the reporting standards as prescribed by Board Order dated June 
12, 2001, Docket No. EX99030182, in addition to all requirements of NJAC, 14:4-8.1 et 
seg.; 

• bidders do not need to obtain a BPU retail supplier license in order to participate in the 
BGS-HEP or BGS-FP Auction; 

• as conditions of qualification, applicants must meet pre-bidding creditworthiness 
requirements; agree to comply with all mles of the Auction; and agree that if they 
become Auction winners, they will execute the BGS Supplier Master Agreement within 
two days of Board certification of the results and they will demonstrate compliance with 
the creditworthiness requirements set forth in that agreement; 

• to qualify, applicants must disclose If associations exist and if so, applicants will provide 
such additional Information as the Auction Manager may require; 

• qualified bidders are required to post a per-tranche bid bond ; and 

• the Auction should be for a supply period of 10 months^. 

The Joint EDC Proposal included the Supplier Master Agreement from last year's Auction. On 
September 12, 2002, the EDCs replaced this Agreement with a BGS Supplier Master 
Agreement that the EDCs proposed be used for the current BGS Auction process. In the BGS 
Supplier Master Agreement proposed for this Auction, the EDCs indicate that they have 
attempted to be more responsive to concerns that were raised by bidders last year, but were not 
able to be addressed at that time. 

EDC-SPECIFIC ADDENDA 

Each of the utility-specific addenda addresses the use of committed supply, contingency plans, 
accounting and cost recovery, and utility pricing and tariff sheets. In addition, they each address 



^ In the alternative, PSE&G proposed that a term-averaged procurement period be considered in which one-third of each EDCs load 
would be secured for 10 months, one-third for 22 months and one-third for 34 months. The 10 month, 22 month and 34 month time 
periods are meant to synchronize the BGS procurement process with the PJM planning year, which runs from June 1 through May 
31. 
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the issue of a retail adder. PSE&G, Conectiv and Rockland oppose any such adder. JCP&L has 
sponsored a 1.6 cents/kwh adder for BGS-FP customers, and indicates that it is doing so as part of 
a side agreement with certain TPSs which was entered into around the time of the FirstEnergy 
merger. 

Included in JCP&L's addendum is a proposal that 300Mw of its FP load be available for a 
wholesale "green" procurement process. The green power would be procured through either an 
auction or sealed bid process. All JCP&L BGS-FP customers, including those that are part of this 
green proposal, would pay the same blended price, within rate classes. 

Included in PSE&G's addendum is a proposal that a term-averaged procurement period be 
considered, in which one-third of each EDC's load would be secured for 10 months, one-third for 
22 months and one-third for 34 months. 

Included in Rockland's addendum is an RFP to secure a fixed price supply for its Western and 
Central Divisions, which are served through the New York Independent System Operator 
("NYISO"). As the Western and Central Divisions are not part of PJM, they cannot participate in 
the regular BGS-FP Auction process. 

In a separate filing, JCP&L proposed that 500Mw of its FP load be made available for licensed 
suppliers to serve at retail. Customers would be randomly assigned. Assigned customers would 
have the opportunity to opt-out and would be permitted to switch to other licensed suppliers. 
Customers that opt-out would be replaced by other randomly selected customers. All JCP&L 
customers on BGS-FP, including those served through this retail proposal, would pay the same 
blended price, within rate classes. 

ISSUES RAISED BY OTHER PARTICIPANTS 

Throughout this proceeding, there have been issues raised by the wide range of participants, 
which touch upon both technical and policy matters, as well as auction mechanics. While the 
participants agree on bringing the BGS procurement period in line with the PJM planning year, a 
number of different lengths for the procurement period have been proposed. While most parties 
agree that larger customers should be priced closer to market than smaller customers, there is a 
difference of opinion about where the dividing line should be drawn. There are also differing 
opinions about whether additional incentives are needed to produce a competitive retail market 
and whether such incentives are warranted. JCP&L's proposals that part of its load be served 
through two pilot programs were criticized by some participants for varying reasons. In addition, 
various participants raised issues with respect to customer switching, rate design, confidentiality 
and supplier contract issues. There was also a proposal that the BGS procurement process 
include load management alternatives. The Board will address each of these areas in its Order. 

DISCUSSION AND FINDINGS 

By way of introduction, there are a number of policy issues that the Board will address in this 
Order. In some cases, the Board will only be making decisions for a 10-month timeframe. The 
Board will revisit these policy issues once data from the Auction and initial switching information 
for Year One of the post-Transition Period (August 1, 2003 through May 31, 2004, "Year One") 
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starts to become available. In other cases, as specifically noted herein, the Board's decision will 
apply to other more extended periods. 

PROCUREMENT STRUCTURE 

In contrast to last year, when an auction process was a new and untried concept and its merits 
were challenged by some participants, all participants this year either openly support 
continuation of the descending clock auction process proposed by the EDCs or, by only 
providing comments that propose refinements to the auction process, implicitly do not object to 
it. Most parties also support the separation of customers into a BGS-FP Auction and a BGS- 
HEP Auction for larger customers. 

The Board believes that the auction process which was implemented last year consistent with 
the Board's December 12, 2001 Order, appeared to work well and resulted in the best prices 
possible at the time. The Board continues to believe that, with certain refinements and 
enhancements as will be discussed herein, a similar auction process should be approved for the 
next procurement period. 

The Board supports providing real-time pricing signals to customers who are prepared and able 
to take advantage of this type of rate design. Thus, with the modifications and enhancements 
described herein, the Board believes that a dual auction process as proposed by the EDCs 
should be adopted for the next procurement period. 

PROCUREMENT PERIOD 

Without exception, the comments support a 10-month period for the BGS-HEP Auction. A 
number of different procurement periods have been proposed for the BGS-FP Auction. Some 
participants, including Staff and the RPA, have proposed a 10-month period followed by a 
second Auction for the subsequent 12-month period. J. Aron proposed a 34-month procurement 
period. The EDCs, while initially proposing a 10-month period, in their Reply Comments support 
a term-averaged procurement process in which equal portions of an EDCs load is procured 
through the Auction process for either a two or three year term. The one common factor in all 
proposals is that the procurement periods conclude on May 31, in order to bring the 
procurement process in line with PJM scheduling timeframes. 

Staff proposed a 10-month procurement period for BGS-FP because of the uncertainty inherent 
in a longer procurement period, and because the electric market is not as established and 
transparent as its natural gas counterpart, and also because there are certain policy decisions 
before the Board which, if not decided at this time, could add uncertainty to the process and 
therefore potentially increase the end prices for longer term supply. (Staff Comments at 2). 

The proponents of a term-averaged procurement process cite the economic benefits of 
spreading the risk of weather, market conditions, economic activity and political uncertainty over 
staggered periods of time. They also assert that having a two or three year product may be 
more attractive to some bidders and could potentially increase the competitiveness of the 
process. (lEPNJ Reply Comments at 2-3). Duke asserts that a term-averaged approach would 
help avoid "rate shock" and would provide bidders with longer-term supply opportunities and 
with lower administrative costs. (Duke Reply Comments at 11). Other considerations in 
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determining whether to adopt a fixed or multi-year procurement period include the transparency 
of the electric market and the effect of the proposals on retail competition. The Board believes 
that a tenn-averaged approach has merit as it would hedge the risk of unfavorable market 
conditions that might be present at any one point in time. Economic and political uncertainties 
are part of normal business risk, which arguably would mitigate for, rather than against, a multi- 
year hedged approach. The Board recognizes that if it approves a multi-year process, it should 
strive to provide as much certainty as possible for each year of that process. The Board 
believes that, to a large extent, it can provide guidance on a number of key issues for a 34- 
month period In order to minimize bidder uncertainty. 

The Board believes that the J. Aron proposal for a 34-month procurement period for the entire 
supply would place undue risk on customers, with limited offsetting benefits. Given the lack of 
extensive empirical experience with longer term procurements in the marketplace, a 34-month 
procurement period for 100% of the BGS-FP load is not acceptable to the Board at this time. 

Therefore, in an effort to balance the risks to ratepayers, the Board will approve a term-averaged 
procurement process in which two-thirds of the EDCs' BGS-FP load is auctioned for a 10-month 
period and one-third for a 34-month period. The tranche-weighted average of the winning bids 
from both the 10 and 34-month periods will be used to determine the price for BGS-FP rate 
design for Year One. The Board will review its decision and the results of the procurement 
process prior to the procurement for Year Two (June 1 , 2004 through May 31 , 2005) to determine 
how best to proceed at that time with future procurements. 

CUSTOMER SWITCHING 

The Board currently has a 20-day enrollment process for customer switching. In addition, the 
Board's December 12, 2001 Order imposed a restriction on non-residential customer switching 
from August 1, 2002 through July 31, 2003, in order to reduce risks to BGS bidders during that 
supply period. It was the Board's intention at the time that this issue would be reviewed again in 
this present proceeding. The EDCs have proposed to remove that restriction on non-residential 
customers and, in their Reply Comments, recommend that the Board maintain its current 20-day 
enrollment process. The Joint EDC Proposal on customer switching would also remove any 
seasonal switching restrictions in individual EDC tariffs. A number of other parties support this 
proposal. The Board believes that unrestricted switching (except for the 20-day enrollment 
process), although it may impute some additional risk to winning bidders, Is consistent with the 
goals of EDECA. 

BGS-FP AUCTION 

Rate Design 

Beginning with the post-Transition Period, the prices resulting from the procurement process 
approved by the Board will be reflected fully and directly in customer rates. Since the filing of the 
initial proposals to accomplish this inclusion of bid prices into rates, Staff has taken issue with 
some aspects of the EDCs' proposed rate design. Staff has discussed the disputed rate design 
issues with the EDCs and addressed specific issues in its Comments and Reply Comments. In 
their Reply Comments, the EDCs have proposed to modify certain aspects of their rate design 
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proposal. In order to resolve disputed rate design issues, the EDCs have proposed to change 
the rate design methodologies filed with each EDCs individual Company-specific Addendum to: 

1. modify the methodology to convert the forwards market prices into the on and off peak 
periods of each EDCs specific on and off peak tariff periods; and 

2. shift a much larger proportion of the capacity obligation costs into the summer period 
rates. 

The EDCs have not agreed to Staffs proposal to lower BGS-FP prices for the first block of 
the EDCs' residential rates and to raise prices for the second block. Staff has argued that its 
proposal would provide consumers with appropriate energy conservation signals, and that 
the EDCs' rate design proposal would likely lead to increased summer load growth, 
contribute to higher BGS bid prices and generally higher market energy prices for all 
customers. 

The EDCs argue that this aspect of StafTs rate design proposal: 1) would distort market pricing 
contrary to the intent of EDECA; 2) makes the "price to compare" confusing to larger use 
customers since it will change on each bill depending on the level of usage; 3) discriminates 
against smaller use customers whose "price to compare" will be artificially below market; and 4) 
subverts the "conservation signal" intent for the majority of customers whose usage falls entirely 
in the first residential block. 

A further rate design issue raised by Staff concerns the reasonableness of the assumed 
$30/Mw/day average market capacity cost used in the BGS-FP rate design, which Staff asserts 
is unsubstantiated, as it is based solely upon undocumented quotes purportedly sought by the 
EDCs from capacity brokers. 

The Board disagrees with the EDCs' arguments on rate design. First, except for customers 
on hourly pricing, electric rate design is by definition not actual market pricing but, rather, a 
regulatory determination made for legitimate, reasonable and generally accepted reasons. 
EDECA only requires that pricing be "based" on market prices. N.J.S.A. 48:3-57(d). As for 
the EDCs' other arguments, the Board recognizes that rate design is not a precise science. 
While the EDCs oppose the concept of inverted rate blocks for residential customers, the 
Board views such a model as an important regulatory tool. Inverted rate blocks send a 
conservation message to larger volume residential consumers, namely, that not every 
kilowatt-hour costs the same to produce and that reducing consumption will save you money. 
While this rate design is not perfect, the Board finds the Staff proposal to be preferable to the 
EDC proposal, at this time. 

As for the $30/Mw/day capacity cost, the Board has been advised that Staff and the EDCs 
have agreed that $20/Mw/day is a more reasonable estimate for the purposes of this 
proceeding. The Board accepts this compromise position and emphasizes that this is simply 
a negotiated value for purposes of rate design and only for use in this proceeding, with no 
precedential value for future proceedings. 
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BGS-FP Retail Margin 



A number of parties have proposed that a retail adder, which the Board will hereinafter refer to 
as the Retail Margin, be included in the price that BGS-FP customers pay. Only those 
customers taking BGS service would pay the Retail Margin. Some parties argue that it is 
necessary for BGS service to reflect the cost of providing electric service at retail, including 
marketing costs, risk and portfolio management costs, working capital, administrative expenses 
and profit margin. JCP&L has proposed a Retail Margin of 1.6 cents per kwh for all utility BGS- 
FP customers. (JCP&L Company Specific Addendum at 1). Staff has proposed a Retail Margin 
of 5 mils per kwh for all BGS-FP customers. (Staff Reply Comments at 3). The RPA opposes 
the imposition of a Retail Margin on BGS-FP customers, arguing that such a charge could be 
counter-productive. The RPA asserts that most smaller customers are not yet ready for retail 
competition and, therefore, a Retail Margin would increase costs to these customers without 
spurring retail competition. (RPA Reply Comments at 3). 

While an active competitive retail market has been slow to develop, the Board believes that it 
needs to move cautiously in this area, especially when it concerns smaller customers. As noted 
above, the BGS-FP Auction being approved by this Order will result in bids that translate directly 
into customer rates beginning August 1, 2003. In addition, for non-residential FP customers, 
switching restrictions, which the Board found to be necessary for the last auction period, will be 
eliminated along with seasonal switching restrictions peculiar to each EDC. These changes 
should help make the retail market for FP customers more attractive to licensed suppliers. It is 
not clear whether these changes, by themselves, will be enough to either encourage customers 
to shop or to encourage electric suppliers to market. It is likely that, initially, more of this activity 
will occur for larger FP customers than for residential and small commercial customers. If the 
Board were to impose a Retail Margin on all FP customers and the amount of competitive 
activity in Year One was still minimal or limited to larger FP customers, the Retail Margin would 
just increase the cost of electricity to most of the customers in the State with minimal resulting 
benefits. In the alternative, if a Retail Margin were imposed on FP customers and switching 
activity increased above some minimum level, the Board would not be sure how much of this 
activity was a result of the Retail Margin and how much was a result of market-based rates and 
unrestricted switching. Accordingly, the Board does not believe it appropriate to approve a 
Retail Margin on FP customers for Year One. 

Looking ahead to post-Transition Period Years Two and Three, the Board believes that larger 
FP customers should be encouraged to shop for retail electric suppliers. As discussed below, 
the Board will consider expansion of the hourly pricing customer class though inclusion of 
additional customers from the current FP category. If larger FP customers are transfen^ed to 
hourly pricing for Years Two and Three, the Retail Margin in effect for hourly pricing customers, 
as discussed below, would also apply to these customers. If, for whatever reason, the Board 
does not find it appropriate to transfer these customers to hourly pricing in Years Two and 
Three, the Board believes that the imposition of a Retail Margin on those customers with a load 
above 750Kw would be appropriate at that time, as these customers will likely be the first group 
targeted by marketers after the hourly pricing customers. Over the next 16 months, through the 
CIEP Education Task Force described below, it is anticipated that these customers will become 
more familiar with the changes occurring in the electric marketplace in New Jersey and the 
options available to them. The Board intends to gradually expand the number of customers on 
hourly pricing and believes that these larger customers should be given appropriate price 
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signals to encourage the development of retail competition. For these reasons, the Board 
FINDS that for Years Two and Three, a Retail Margin of 5 mils per kwh is appropriate and 
should be included In the rates of BGS-FP customers with an annual generation capacity 
obligation ("annual load") equal to or greater than 750Kw. 

At this time, the Board is not comfortable with imposing a Retail Margin on customers with an 
annual load of less than 750 Kw. However, the Board will reconsider this issue prior to Year 
Two. In order to provide BGS-FP bidders with some degree of certainty on this issue, the Board 
is prepared to state at this time that, in the event that a Retail Margin is imposed on some or all 
BGS-FP customers with an annual load less than 750Kw in Years Two or Three, the Retail 
Margin imposed will not be greater than 5 mils per kwh. 

In considering the issue of a Retail Margin for BGS-FP customers, the Board looked at whether 
it might be appropriate to differentiate, within the BGS-FP class, between residential, small 
commercial and industrial customers and larger BGS-FP customers. The RPA has also 
suggested that the Board make a distinction between smaller and larger C&l customers within 
the BGS-FP category. (RPA Reply Comments at 1). One of the difficulties with making this type 
of decision is that there is no consistent definition of what constitutes a "small commercial and 
industrial customer" among the various EDCs. This issue has come up before in a number of 
different contexts. Since, in terms of consumption and demand, a small commercial or industrial 
customer may be substantially similar to a residential customer, the Board finds that this lack of 
a generic definition restricts the Board's decision-making flexibility. Therefore, the Board 
DIRECTS the EDCs to propose, by December 31, 2002, a generic definition of small 
commercial and industrial customers for rate-making purposes. In this same proposal, the EDCs 
should comment on any problems they see with the creation of uniform EDC rate classes for all 
customer classes. The Board thereafter will determine whether the proposed definition of small 
commercial and industrial customer is acceptable and whether it should be used in the current 
and future EDC rate proceedings. The Board also will determine whether further uniformity 
among EDC rate classes is appropriate. 

BGS-HEP AUCTION 

HEP Bid Product and DSSAC 

The EDCs, in their Reply Comments, modified their proposal to accommodate concerns that if 
the capacity charge is set too low to cover the cost or risks of agreeing to provide BGS-CIEP at 
a fixed capacity rate, the DSSAC, which, as originally proposed, would be paid by all customers, 
may be excessively high and could inefficiently discourage shopping. The EDCs now propose 
that the DSSAC be set at three one-hundredths of a cent per kwh. The EDCs argue that the 
DSSAC is a necessary component to make BGS-CIEP an attractive product to bidders, who will 
be bidding for the right to wait to serve BGS-CIEP-eligible customers who may never take BGS- 
CIEP service. Staff agrees with the concept of having capacity as the bid product and the 
DSSAC charged to all CIEP customers, but proposed a fixed DSSAC of one one-hundredth of a 
cent per kwh. (Staff Reply Comments at 3). NJLEUC, MAPSA, and Reliant argue that the 
DSSAC is not necessary or should only apply to BGS-CIEP customers and not to CIEP 
customers that have switched to TPSs. 



11 



Docket NO.EX01 1 10754 & EO02070384 



The Board agrees with the change to capacity as the bid product. The Board also agrees that 
the DSSAC provides winning bidders with a steady revenue stream for the service provided and 
gives all BGS-CIEP customers the option to switch with assurance that there will be a ready 
provider for the customer to fall back on. Therefore, the Board FINDS that CIEP customers as a 
whole benefit from the availability of this option and all CIEP customers should pay the DSSAC. 

The level of the DSSAC is somewhat subjective, given the lack of actual experience in this area. 
Staff suggests that a DSSAC of one one-hundredth of a cent per kwh would produce 
approximately $1.5 million annually, which should be sufficient for providing this service. On a 
10-month basis, which is the term of the initial BGS-HEP supply period, the DSSAC would 
produce approximately $1.2 million if Staffs proposal were accepted. Having reviewed the 
position of the parties on this issue, the Board will set the DSSAC for Year One, for all CIEP 
customers at fifteen one-thousandths of a cent ($.00015) per kwh, which should produce 
revenues of approximately $1.8 million, which should be adequate to attract bidder interest in 
providing this service. The Board believes that structuring the BGS-HEP Auction to attract more 
bidders should result in lower bids for capacity, which, in turn, would potentially benefit all BGS- 
CIEP customers and offset the relatively minor DSSAC. 

BGS-CIEP Retail Margin 

As described above under the section BGS-FP Retail Margin , the Board recognizes that there 
are additional costs involved in providing retail service compared to default service. For the 
reasons explained in that discussion, and for the same reasons that the Board will impose a 
Retail Margin on customers with an annual load equal to or greater than 750Kw starting in Year 
Two, the Board similarly FINDS that a 5 mil per kwh Retail Margin is appropriate for BGS-CIEP 
customers beginning with Year One. 

At this time it is not possible to estimate the level of revenues that will be collected from 
customers in the form of a Retail Margin. Although the revenues could conceivably approach 
$60 million for Year One if all CIEP customers stay with BGS service, it is unlikely that this will 
be the case. However, there is no way of reasonably estimating the number of customers that 
might switch to TPSs given the number of new factors being introduced to these customers, 
including hourly pricing, unrestricted switching and a Retail Margin. The Board strongly believes 
that the revenues which the EDCs receive from the Retail Margin are customer supplied funds 
that must be returned to customers. This could be done in a number of ways, including as an 
offset to deferred balances, which were authorized pursuant to and incurred subsequent to the 
enactment of EDECA in 1999."* The Board will make a determination as to how these funds 
should be returned to customers at a future date. Therefore, the Board DIRECTS that the EDCs 
maintain the revenues collected from the BGS-CIEP Retail Margin in a deferred account with 
interest, until the Board makes a determination as to how the BGS-CIEP Retail Margin should 
be returned to customers. 

Expansion of the CIEP Class 

A number of parties have suggested that the CIEP category be expanded to include additional 
large commercial and industrial customers. Reliant comments that if the CIEP class is limited in 



* Among other things, EOECA allowed the EDCs to defer certain costs during the Transition Period, and provided for future recovery 
from customers. 
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size, licensed suppliers may choose not to participate in the retail nfiarket. They suggest that a 
structured expansion of this class is acceptable, but if a working group is created to address the 
expansion of the CIEP class it should be open to TPSs. (Reliant Reply Comments at 1-2). 
NJLEU agrees that the CIEP class must be sufficiently broad to provide a strong foundation for 
competition. (NJLEU Reply Comments at 6). Duke asserts that implementing hourly pricing for 
all customers with a peak load above 1 Mw per month would alleviate the risk associated with 
C&l customer switching. (Duke Reply Comments at 7). Staff proposed that, at a minimum, 
Rockland create a CIEP class for its largest customers. (Staff Reply Comments at 3). 

In response to the proposals for expansion of the CIEP class, the EDCs have presented a 
proposal to identify appropriate customers and include those customers in the CIEP class for 
Year Three. They argue that load profile data must be gathered to redefine the CIEP and FP 
class of customers, and that without such data there would be increased bidder uncertainty for 
both customer class groupings, with a resulting increase in bidder risk and prices for BGS 
customers. The EDCs maintain that the CIEP class should not be expanded without empirical 
evidence derived during Year One to determine whether these generally "smaller" customers 
are going to have viable shopping alternatives. They also suggest that the Board complete the 
consideration of future metering options that was initiated by its July 22, 2002 Order before 
undertaking expansion of the use of advanced metering beyond the rate classes currently 
proposed to be included under CIEP. (EDC Joint Reply Comments at 21-23). 

The Board believes that the number of FP customers with an annual load above 750Kw is about 
650 statewide. While the Board has some idea of the types of businesses included in this group 
of 650, it is not sure of their individual ability to respond to hourly pricing. Below the 750Kw 
annual load level the Board has little information of any kind that would be useful in determining 
this issue. The Board is concerned that expansion of the CIEP class at this time is premature 
and could result in the inclusion of customers who would be unable to adapt their operations so 
as to shift load and readily adapt to hourly pricing, thus leaving these customers without viable 
alternatives in the competitive market. The Board does not have adequate infomiation on the 
largest FP customers that would be the next logical candidates for inclusion in the CIEP 
category to make such a decision at this time. The Board also recognizes that reasonable load 
profile information for auction participants has the potential to benefit all consumers. For these 
reasons, even though the Board supports the concept of hourly pricing for larger customers, it is 
reluctant to move too rapidly. As the EDCs indicated, the Board recently initiated a review of 
EDC metering practices to be conducted by Staff in conjunction with the RPA. This would be an 
appropriate forum in which to further explore this issue. Accordingly, the Board DIRECTS that 
this review process be expanded to a Metering Working Group ("Working Group") to consider 
how and when the CIEP class should be expanded and whether inclusion in the CIEP category 
should be voluntary or mandatory. Furthermore, the review process initiated eariier by the Board 
was limited to Staff and the RPA, as it was anticipated to have a limited scope and was basically 
intended to provide reference material for the Board. With an expanded scope, the Worthing 
Group just ordered should be open to all interested participants. 

Because the remainder of BGS supply for Years Two and Three will likely continue to be 
procured through a competitive process, the Board will need accurate load profile infomiation in 
a timely manner. The Board will therefore need to decide on the size of the CIEP class, at least 
for Year Two, in the near future. In order to do so, the Metering Working Group needs to begin 
consideration of the issues eariy in 2003. In order that this Working Group has adequate 
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information to begin the process with meaningful discussions, the Board DIRECTS the EDCs to 
provide to the Board and interested stakeholders, by no later than December 31. 2002. 
information regarding the EDCs FP rate class containing, in general, the largest commercial 
and industrial customers that are not included in the BGS-HEP Auction for the cunrent year. 
These classes are: for ACE-AGS Primary; for JCP&L-GST; for PSEG-LPL Secondary; and for 
Rockland-SC-2 Primary and SC-7. 

This information should fully describe the customers in each such rate class by number of 
customers, by usage level increments set forth in 100kw monthly peak demand (e.g. number of 
customers 100-199kw, 200-299kw etc.), number of advanced meters (interval, time of use, 
pulse) currently installed, and any other relevant identifying factors that would assist the 
Working Group in achieving its goals. 

Based on the information to be provided to the Board by the EDCs, the Board DIRECTS the 
Metering Working Group created by this Order, to develop, by no later than April 30, 2003, 
recommendations and an implementation plan for the transition of the customers in these rate 
classes to the CIEP class. The plan shall ensure that all customers in these rate classes will be 
provided with necessary interval metering capabilities and that the EDCs shall implement any 
data management improvements necessary to enable these customers to be transitioned to the 
CIEP class by no later than May 31, 2004, whether or not the Board decides to do so in that 
timeframe. Costs associated with interval meter installation required by this Order, including 
capital, operation and maintenance costs and the cost of billing system enhancements, should 
be determined in the context of the current rate proceedings for JCP&L, PSE&G and Rockland 
and in the upcoming rate proceeding for Conectiv. Those costs, whether or not incurred during 
the relevant test year, should be reflected, on a pro forma basis if necessary, in the revenue 
requirements on which rates will be set in those proceedings. 

While Rockland has not proposed to create a CIEP category at this time, even though it has 18 
customers that are appropriate for this category, the Board sees no reason why Rockland's 
largest customers should be treated differently than other similariy situated customers in other 
EDCs' territories. Therefore, the Board DIRECTS Rockland to create a CIEP category and to 
include these 18 customers in that category for Year One, to participate in the BGS-HEP 
Auction and to participate in the Metering Working Group. Since Rockland's resulting aggregate 
CIEP load may be less than the 50Mw currently proposed as a tranche size in the BGS-HEP 
Auction, the appropriate adjustment should be made in the compliance filing which will be 
required later in this Order. 

EDC-SPECIFIC PROPOSALS 

Rockland RFP 

Rockland has proposed to issue an RFP to secure a fixed price for its supply needs for 
approximately 40Mw of load in its non-PJM areas. The bids would be opened the day after the 
BGS-FP Auction closes and the successful bid(s) presented to the Board for approval. If 
approved, the Rockland RFP price would be averaged with the Rockland BGS-FP price to 
determine customer rates. While the Board agrees with the RFP process proposed by Rockland 
to secure electricity for its non-PJM load, it also agrees with StafTs recommendation that the 
Rockland RFP process be completed prior to the BGS-FP Auction. The Board believes this is 
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necessary to prevent the possibility that exists under Rockland's proposed timeline, that bidders 
in the Rockland RFP process who also bid in the BGS-FP Auction might have infomiation, 
which would provide them with an advantage over other RFP bidders who did not also 
participate in the BGS-FP Auction. Therefore, the Board DIRECTS Rockland to work with Staff 
to revise its RFP process and timeline for non-PJM load, consistent with this Order. 

JCP&L - Retail Pilot 

JCP&L proposed a Retail Pilot Program ("Retail Pilot") that would make 500Mw of its BGS-FP 
load available for licensed suppliers to serve at retail. Customers would be randomly assigned 
and all customers on BGS-FP, including those served through this Retail Pilot would pay the 
same price, within rate classes. Staff is opposed to this program as providing little benefit to 
customers or the Board. The RPA is also opposed to the Retail Pilot because it proposes both 
customer assignment and averaging of bids to come up with a uniform BGS-FP rate. (RPA 
Reply Comments at 2). The Board would be willing to consider a pilot program if such a 
program were to advance customer awareness of a changing marketplace, provide the Board 
with some indication of customer preferences, attempt new methods to transition to a 
competitive market, and/or attempt to advance other Board policies. The JCP&L Retail Pilot as 
filed does none of these. While the Board could modify the proposal to include voluntary 
customer enrollment, this would probably be meaningless, since to the customer, the product 
proposed by JCP&L is indistinguishable from BGS-FP service. At this time, the Board sees no 
meaningful benefit to consumers or to the market in approving this proposal. Therefore, the 
Board DENIES JCP&L's petition for a Retail Pilot program, 

JCP&L - Green Pilot Proposal 

Included in JCP&L's addendum is a proposal that 300Mw of its BGS-FP load be procured via a 
wholesale green auction, similar to the BGS-FP Auction. Staff has proposed several 
modifications to the JCP&L proposal, including reducing the size to 200Mw and changing the 
program from wholesale to retail. Staff also endorsed the sealed bid format that JCP&L had 
identified as an option. (Staff Comments at 5-6). 

Although the JCP&L Green Pilot proposal would likely foster demand for renewable energy in 
New Jersey, the Board would prefer a pilot program that more closely replicates market 
conditions and that has the potential to improve the competitive marketplace. Staffs proposed 
modifications move the Green Pilot in these directions, but in the Board's view do not go far 
enough. 

The Board believes that voluntary customer choice would advance customer awareness of 
renewable energy and the changing retail electric marketplace. Similarly, by focusing on 
residential customers, there is a better chance that customers enrolled may choose to stay with 
"green" providers after the program's conclusion and therefore the Green Pilot program could 
lead to a permanent change in some customer's behavior. Both of these modifications are 
possible. The Board would like to help jump start the green marketplace in New Jersey and to 
see customer choice based on clear pricing signals, which this proposal, even after Staffs 
proposed modifications, does not have. However, the majority of the Board believes that with 
the above-described modifications, the Green Pilot program can potentially provide meaningful 
benefits, including improved air quality, to consumers and to the market. 
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Therefore, with the foregoing modifications and for the foregoing reasons, the Board DIRECTS 
JCP&L to implement a Green Pilot program for Year One^ The Green Pilot will be for 200Mw of 
residential load or 150,000 customers, whichever is greater, supplied through a sealed bid 
process for licensed electric power suppliers. The Board will have the opportunity to review the 
final winning bids and accept or reject them in whole or in part. JCP&L customers will be 
informed of their ability to opt-in to the Pilot and of the nature of the green power to be supplied 
(see below). To the extent 200Mw of load is only partially enrolled on a voluntary basis, JCP&L 
shall provide for random customer assignment to provide sufficient residential load for a 200Mw 
RFP. Bidders in the pilot program will be required to have, or be capable of obtaining by June 1, 
2003, an electric power supplier license. Since the modifications made herein to the JCP&L 
Green Pilot requires JCP&L to significantly adjust the processes and the documents related 
thereto, the Board DIRECTS JCP&L to work with Staff to develop a Green Pilot RFP and other 
related and necessary documents, based upon the above requirements, so that a Green Pilot 
RFP can be issued consistent with the timeframe identified in Attachment A. 

OTHER ISSUES 

Retail Green Marketing Program 

In addition to the Green Pilot proposal. Staff proposed that the Board encourage renewable 
energy by providing green retailers throughout the State with a margin of 5 mils for each 
kilowatt-hour of green power supplied. As initially proposed by Staff, the 5 mils would have 
come from the collection of a 5 mil Retail Margin, which Staff had proposed be levied on BGS- 
FP customers. Under Staff's proposal, green retailers would effectively receive a 10 mil 
differential between itself and the effective BGS-FP rate as a marketing incentive. (Staff Reply 
Comments at 4). 

For the reasons explained above, the Board has determined that it is not appropriate to assess 
a Retail Margin on BGS-FP customers for Year One. This makes much of the Staff proposal 
unworkable, at least for Year One. However, as indicated above, the Board is interested in 
promoting renewable energy and is particularly interested in doing so through customer choice 
rather than customer assignment. The Board recognizes that various forms of green energy 
typically cost more than other forms of retail power. The Board believes that a 5 mil per kwh 
incentive, while less than the 10 mil differential to BGS-FP service proposed by Staff, would 
help develop the fledgling green retail market in New Jersey. It would also do so through a 
process that has customers affirmatively choosing green power based on price, albeit with some 
price support, and other factors in a true retail setting. The Board believes that such a program 
should be available on a statewide basis. 

As noted above, there is no BGS-FP Retail Margin for Year One to use as a possible funding 
source for the Staff proposal, and even though the Board has approved a Retail Margin for the 
BGS-CIEP class for Year One, it has decided to delay determination on the use of those funds 
to a later date. Therefore, the Board cannot approve the Staffs Retail Green Marketing Program 
proposal for Year One. However, since the Board supports the concept and is comfortable that 
it will be able to identify a source of price support for this program in the future, the majority of 
the Board will approve Staffs Retail Green Marketing Program for implementation as a pilot 



^ The Board approved the JCP&L Green Pilot Program by a vote of 4 to 1, with Commissioner Connie O. Hughes dissenting. See 
Dissenting Opinion at the end of this Order. 
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program in Year Two^. Since this will be a pilot program, the Board will limit the number of 
customers that can be enrolled in this program to 200,000 residential customers statewide. 

For the foregoing reasons, the Board DIRECTS each EDC to implement a Retail Green 
Marketing Program described above for Year Two and to work with Staff to develop the 
necessary parameters and procedures for this program in a timely manner. The Board will 
review and approve the necessary parameters and procedures prior to Year Two. At a later 
date, the Board will review the Green Retail Marketing Program and determine its applicability to 
Year Three. 

Definition of "Green" 

Staff further proposed that, for the purposes of the JCP&L Green Pilot Program and the Retail 
Green Marketing Program, "green power" be defined as three times the current Renewable 
Portfolio Standard's requirements for class I and class II renewables. For 2003, this requirement 
is currently for all electric power delivered at retail to include 75% Class I plus 2.5% for Class I 
or II renewables. In its green proposal, JCP&L had proposed that "green" mean that 15% of the 
electricity delivered would come from either class I or class II renewables. The Board supports 
the Staff proposal, since it provides a proportion of class I and class II renewables more 
consistent with that established by the Legislature in EDECA. Furthermore, in order to provide 
some certainty to bidders in the JCP&L Green Pilot, the Board will define "green power" in that 
program only, as three times the RPS requirements in effect on the date of this Order, for the 
RFP supply time period. For the Retail Green Marketing Program, "green power" will be defined 
as three times the RPS requirements in effect at the time electricity is delivered. 

BGS Supplier Master Agreement 

At this time, there appear to be outstanding issues involving the BGS Supplier Master 
Agreement ("Agreement") as proposed by the EDCs. The Board believes that with some 
additional discussion among the participants and with the direct involvement of Staff in these 
discussions, some, if not all, of these issues could be resolved. The Board believes that the 
Tentative Approvals and Process Schedule, in Attachment A to this Order, Incorporates enough 
flexibility to allow the parties an additional two weeks to continue to attempt to resolve these 
outstanding Agreement issues. Therefore, the Board DIRECTS Staff to meet with the parties, 
attempt to resolve outstanding Agreement issues, and report back to the Board with 
recommendations on the Agreement at its November 20, 2002 agenda meeting.^ 

Consumer Education 

Since hourly pricing for CIEP customers is a significant rate design change, the Board is 
determined that the customers in this category for Year One, and those that may be included in 
an expanded CIEP class in Year Two and beyond have a thorough understanding of how their 
electric consumption will be priced and their options for reducing their electric bills. Therefore, 
the Board ORDERS the creation of a CIEP Education Task Force, open to representatives of all 
interested parties, to work in conjunction with the Board's existing customer education program, 



• The Board approved the Retail Green Marketing Program by a vote of 4 to 1, with Commissioner Carol J. Murphy dissenting. See 
Dissenting Opinion at the end of this Order. 

' This matter was, in fact, considered and addressed by the Board at its November 20, 2002 Agenda meeting. 
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to develop recommendations for the Board on educating CIEP customers on hourly pricing, the 
mechanics thereof and their possible alternatives. The Board DIRECTS Staff to schedule a 
procedural conference with all interested parties as soon as practicable in order to establish 
procedures and a timeframe for the Task Force to develop its recommendations for final Board 
approval. 

As a practical matter, the EDCs need to begin almost immediately to communicate with those 
customers on CIEP for Year One about the change to hourly pricing, the mechanics thereof and 
their possible alternatives. Since it is conceivable that the CIEP Education Task Force may not 
have formulated comprehensive recommendations in time to properly inform CIEP customers 
for Year One, the Board DIRECTS the EDCs to work with Staff to begin this education process 
until such time as CIEP Education Task Force recommendations are available and approved by 
the Board. 

Confidentiality 

The integrity of the Auction process depends on a fair set of rules that promotes dissemination 
of information in a non-discriminatory manner and results in no bidder or bidders having an 
advantage over any other. From the Board's experience with the BGS auction conducted in 
February 2002, it may be the case that certain information pertaining to the Auction design 
methodologies, including the starting price and volume adjustment guidelines, if made public, 
could have the potential to distort the Auction results. Furthermore, information provided in the 
bidder application fomris and specific bidder activity during the Auction may be information that, 
if disclosed, could place bidders at a competitive disadvantage, and/or potentially distort the 
Auction results. It, therefore, appears that this competitive information may need to be 
protected, not only as a matter of fairness to potential bidders but also to ensure that these and 
any future BGS Auctions are competitive. 

The Board DIRECTS its Secretary to prepare a letter describing in further detail the information 
for which the Board is considering issuing a Protective Order. The Board will permit interested 
parties to provide comments until Wednesday, November 13, 2002 with reply comments due on 
Monday, November 18, 2002. The Board will then make a final determination on the status of 
this information at its next public agenda meeting thereafter.^ 

Auction Promotion/Development 

The Board concludes that a successful BGS procurement can be achieved with a well-designed 
simultaneous descending clock auction, provided that the rules and details are specified and 
implemented correctly, and provided that the auction process provides sufficient awareness 
among qualified potential bidders so that a competitive procurement takes place. To maximize 
participation and competition, the auction process requires a marketing and promotion plan 
aimed at ensuring exposure and awareness among qualified potential bidders. In anticipation of 
Board approval of an auction process, the EDCs have attempted to facilitate the process and 
increase the number of prospective bidders by educating potential bidders about the proposed 
Auctions. Among the steps that have and will be undertaken by the EDCs are: 



° The Board, in fact considered and ruled on this Issue at its November 20, 2002 Agenda meeting. 
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• Bidder Information Sessions in Philadelphia and Washington, D.C.; 



• An Auction web site at www.bas-auction.com which publicizes new developments, allows 
interested parties to download documents related to the auction, has FAQs (Frequently 
Asked Questions with answers) so all bidders are similarly informed; and has links to PJM 
and other useful sites; 

• A virtual data room for potential bidders with data relevant to the bid and answers to 
questions posed by bidders about the data in the virtual data room; 

• Bidder information packets including the background infonnation and infomiation about the 
auction process; 

• Press releases to newspapers and trade publications; 

• Direct e-mails to interested parties to inform them of any new developments or any new 
documents posted to the website; and 

• Comments solicited on the draft Auction Rules, the draft BGS Supplier Master Agreements 
and the draft credit instruments. 

The Board believes that the foregoing marketing effort by the EDCs and the Auction Manager 
will increase the chances that a successful BGS procurement can be achieved. 

BOARD APPROVAL PROCESS 

As with last year's auction, the Board believes that a successful BGS procurement can be 
achieved with a well-designed simultaneous descending clock auction process, as described 
above, provided that the rules and details are specified and implemented correctly. Therefore, 
barring some national or industry emergency, the timing of the auction process being approved 
with this Order, including certification of the auction results, needs to take place according to a 
pre-approved schedule. As indicated in Attachment A, Tentative Approvals and Process, there 
are a number of decisions/actions that would need to be made after Board approval of the 
auction process. Each of these decisions/actions needs to take place according to such a 
schedule in order that the bidders are prepared and comfortable with participating and the 
Auctions result in competitive market-based BGS prices. Attachment A is labelled "Tentative" to 
indicate that the Auction Manager, in consultation with Staff, has discretion to make minor 
adjustments to these dates in order to provide for an orderly implementation process, not to 
indicate that the Board anticipates any significant changes to this schedule. 

Based on the Board's experience with last year's auction, an overriding fundamental premise of 
the approval process is that uncertainty or delay concerning the period between the submission 
of bids and the approval of the bid results by the Board is of substantial concern to bidders. 
Paramount among the actions that need to be taken by the Board is prompt certification of the 
Auction results. Because of the volatility of the electric markets, bids cannot remain valid for any 
prolonged period of time. If bidders perceive that there may be a delay in certifying the results 
the additional risk to bidders will show itself through higher prices. Therefore, the Board will 
commit to addressing the results of the BGS-FP Auction and the BGS-HEP Auction each in its 
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entirety and certify the results of each for all of the EDCs or for none of them no later than the 
second day after the last Auction closes. 

Furthermore, the Auctions have been designed to secure supply for all four EDCs at the same 
time. The structure of the Auctions that permits and encourages bidder movement among EDC 
products implies to the bidders that, while being different products, tranches will be viewed on 
equal terms by the Board. It is important to the efficiency and economy of the process that 
bidders do not impute unwarranted uncertainty into the Auction results of any EDC. Therefore, 
the Board will consider the results of the BGS-FP Auction In its entirety and consider the results 
of the BGS-HEP Auction in its entirety and certify the results of each Auction for all of the EDCs 
or for none of them. 

Another decision that requires full Board approval is acceptance of the EDCs' Compliance 
Filing. Because of the significance of this proceeding the Board DIRECTS the EDCs to make a 
Compliance Filing by November 15, 2002. The Board will consider approval of the Compliance 
Filing at its next scheduled Board meeting thereafter.^ 

Either the EDCs or the Auction Manager, in consultation with Staff and CRA, may make other 
Auction decisions, identified in Attachment A. These decisions include determination of 
Contingency Plan levels, establishing minimum and maximum starting prices, establishing 
specific starting prices, the resolution of association issues, specific bidder application and 
credit issues, load cap and volume adjustment decisions. Auction price decrements and other 
unknown lesser decisions, which might be required throughout the implementation process. 
Some of the aforementioned areas, such as bidder application and credit issues, are subject to 
rules spelled out in the Joint EDC Proposal. Other areas, such as load caps and volume 
adjustment decisions, determination of Contingency Plan levels, establishing minimum and 
maximum starting prices, establishing specific starting prices, the resolution of association 
issues, and auction price decrements are either utility-specific concerns, are determined directly 
from algorithms included in and approved as part of the Joint EDC Proposal, or are areas that 
need to be addressed by the Auction Manager based on its experience in this field. Should any 
unforeseen circumstances occur during the Auction decision-making process, Staff will 
immediately bring the matter to the Board's attention. 

For the final certification of the Auctions' results, the Board will schedule a special agenda meeting 
for the first day of the Auctions, as a fomm to consider unforeseen circumstance, should any 
develop. When the Auctions are complete, the Board will review and consider the results. The 
Auction Manager will provide a Final Report to the Board and to the RPA on the results of the 
Auctions and how the Auctions were conducted, including the post-Auction evaluation forms in 
Attachment B, prior to Board certification of the results. CRA shall provide a Pre-certification Report 
to the Board, including completed post-Auction evaluation forms in Attachment B, prior to Board 
certification of the results. 

In addition to the Auction certifications, the Board will also certify the results of the JCP&L Green 
Pilot RFP and the Rockland RFP within two calendar days of those bids having been submitted to 
the Board for its consideration. The Board will review and consider the RFP results including 
infomnation provided by JCP&L, Rockland and Board Staff on the results of the RFP process, 
including the post-Auction evaluation form in Attachment B, prior to Board certification of the 



The Board considered and approved the Compliance Filing at Its November 20. 2002 Agenda meeting 



20 



Docket NO.EX01 1 10754 & EO0207G384 



results. In the case of the JCP&L RFP and the Rockland RFP, the Board may approve the entire 
set of winning bids, just those lowest bids that the Board finds reasonable, or none of them. If some 
or all of the winning bids from the JCP&L Green Pilot are not acceptable to the Board, that portion 
of the 200MW of load proposed for this pilot program not secured through the RFP process will 
then be included as a part of JCP&L's load requirement in its BGS-FP Auction. 

Finally, the Board is aware that the dispute between the EDCs and the Geophonics, Inc. regarding 
an alleged patent infringement remains unresolved. Nothing herein is in any way intended to 
relieve the EDCs and/or the Auction Manager of their responsibilities to conduct the Auction in a 
lawful matter, including obtaining any appropriate licenses that may be required by law. 

FINDINGS AND CONCLUSIONS 

Based on the foregoing and after carefully reviewing the record in this proceeding, the Board 
FINDS that: 

This has been an open proceeding, with all parties desiring to present written or oral comments 
on the record having been afforded the opportunity to do so; 

The Joint EDC Proposal, as modified herein, is consistent with EDECA and the EDCs' Final 
Restructuring Orders; 

The Joint EDC Proposal, as modified herein, can be implemented in a timely fashion so as to 
provide BGS service for the post-Transition Period; 

The Joint EDC Proposal, as modified herein, continues the smooth and orderly transition of the 
State's electric industry from a regulated monopoly to a competitive power marketplace begun 
with the Board's December 11, 2001 Order; 

The Joint EDC Proposal, as modified herein, will diversify the supply for BGS service by seeking 
multiple competitive suppliers to serve "tranches" of BGS load; 

The EDCs' proposal to obtain any supply not secured in the Auctions through PJM- 
administered markets will ensure the maximum participation in the auction process; 

It is necessary and in the public interest for the electric public utilities to provide BGS-FP service, 
as approved herein, in Years One, Two and Three of the post-Transition Period; 

The Joint EDC Proposal, as modified herein, is the best means to secure electricity for Year 
One, as well as a portion of the electricity required for Years Two and Three of the post- 
Transition Period; 

An Auction process for two-thirds of the EDCs' BGS-FP load for 10 months and for one-third of 
such load for 34 months balances risks and provides a reasonable possibility for price stability 
under current conditions; 

The BGS-FP and BGS-HEP Auction rules provide for financial guarantees from winning bidders 
that will protect ratepayers from a bidder default; 
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Switching restrictions for BGS-FP and BGS-CIEP customers are not necessary for Years One, 
Two or Three; 

The EDCs' BGS-FP rate design, as modified herein, is an appropriate methodology to translate 
final BGS-FP bids into customer rates; 

A Retail Margin is not appropriate for BGS-FP customers for the first 10 months of the post- 
Transition Period; 

A Retail Margin of 5 mils/kwh is appropriate for BGS-FP customers with a load of 750 Kw or 
greater for Years Two and Year Three of the post-Transition period; 

The Board will, at a later date, determine how the Retail Margin collected should be returned to 
customers, including possibly as an offset to deferred balances; 

The Board will make a later determination on whether a Retail Margin is appropriate for Year 
Two and Year Three for BGS-FP customers with a load of less than 750 Kw. However, if in the 
future a Retail Margin is determined to be appropriate, in no case will it exceed 5 mils for BGS- 
FP customers; 

Capacity should be the bid product in the BGS-HEP Auction, with a fixed DSSAC charged to all 
eligible CIEP customers for administration and risk management; 

Rockland should create a BGS-CIEP category and include its 18 largest customers in this 
category for Year One; 

A DSSAC of .15 mils/kwh ($.00015) is reasonable for CIEP customers to encourage competition 
in the BGS-HEP Auction; 

A Retail Margin of 5 mils/kwh is appropriate for BGS-CIEP customers for the first 34 months of 
the post-Transition Period; 

For each EDC, customers in the largest BGS-FP rate class of commercial and industrial 
customers, not currently part of the BGS-CIEP category, as constituted on the date of this 
Order, should have interval meters installed for Year Two; 

The metering review initiated by Board Order dated July 22, 2002 should be expanded to 
include all interested parties and consider which BGS-FP customers, if any, in the largest BGS- 
FP rate class of commercial and industrial customers should be included as CIEP customers for 
Year Two; 

Costs associated with interval meter installation required by this Order, including operation, 
maintenance costs and billing system enhancements, should be subject to recovery by the 
EDCs in a forum consistent with this Order; 

The JCP&L retail pilot proposal as filed would provide limited benefit to customers or the State; 
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The JCP&L Green Pilot proposal, as modified herein, has the potential to provide meaningful 
benefits to consumers, green retail suppliers and the State; 

An RFP process for the JCP&L Green Pilot proposal, as modified, should be conducted 
consistent with the schedule in Attachment A; 

The Retail Green Marketing Program proposed by Staff, as described and modified above, will 
allow more consumers to become familiar with and choose green energy under actual retail 
conditions, will encourage renewable activity in the region, and should be implemented for Year 
Two; 

For the Retail Green Marketing Program, "green power" will be defined as three times the RPS 
requirement in effect at the time electricity is delivered; 

For the JCP&L Green Pilot, as modified above, "green power'' will be defined as three times the 
RPS requirement in effect on the date of this Order, for the RFP supply time period; 

The Rockland RFP proposal, as modified herein, provides a reasonable means of securing 
supplies for its non-PJM load; 

The Rockland RFP proposal should be conducted prior to the BGS-FP Auction consistent with 
the schedule in Attachment A; 

A working-group should be created to consider the potential for market-based approaches for 
delivering cost-effective load management as part of the BGS process; 

A program should be developed within the existing customer education program to educate the 
CIEP customer class about hourly pricing; 

It is appropriate that National Economics Research Associates ("NERA") act as Auction 
Manager for these Auctions; 

The Committed Supply methodology proposed by the EDCs is the most reasonable means of 
dealing with the existing utility Committed Supply obligations; 

Fulfillment of their Auction obligations will not cause successful bidders in the BGS Auction to 
be "Electric Power Suppliers" as defined in N.J.S.A. 48:3-51 and N.J.A.C. 14:4-2.2 and thus 
successful bidders do not need to obtain a New Jersey electric power supplier license; 

Successful bidders in the JCP&L Green Pilot need to obtain a New Jersey electric power 
supplier license; 

Certain information and processes, as identified herein, may be competitive by nature and the 
Board will consider whether a Protective Order should be issued for this competitive information; 

The accounting and cost recovery processes identified in the utility-specific addenda to the Joint 
EDC Proposal are reasonable and consistent with the Board's Final Unbundling Orders; 
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The utility-specific Contingency Plans, adjusted where necessary to reflect the decisions in this 
Order, are reasonable; 

The Tentative Approvals and Process schedule in Attachment A reasonably balances process 
efficiency with Board oversight; 

A designee from the Board's Energy Division, from the Board's Office of the Chief Economist and 
CRA shall obsen/e the Auctions for the Board; 

The Auction Manager will provide a Final Report to the Board and to the RPA on the results of the 
Auctions and how the Auctions were conducted, including the post-Auction evaluation forms in 
Attachment B, prior to Board certification of the results; 

CRA shall provide a Pre-certification Report to the Board, including a completed post-Auction 
evaluation form in Attachment B, prior to Board certification of the results; 

The Board will consider the results of the BGS-FP Auction and the BGS-HEP Auction each in its 
entirety and certify the results of each for all of the EDCs or for none of them no later than the 
second day after the last Auction closes; and 

It is appropriate for the Board to develop a statewide definition and tariff class for "small" 
commercial and industrial customers and to consider a more generic approach to all non- 
residential customer classes. 

Accordingly, for the foregoing reasons, the Board APPROVES the Joint EDO Proposal, 
including the BGS-FP and BGS-HEP Auction Rules, the EDC-specific addenda, the Rockland 
RFP and the JCP&L Green Pilot Program, with the modifications described herein. The Board 
DIRECTS the EDCs to update the tentative decision schedule included as Attachment A, 
consistent with this Order. The updated schedule should include Board certification of the 
Auction results by the end of the second calendar day following the calendar day on which the 
last Auction closes and certification of the JCP&L Green Pilot RFP and the Rockland RFP by 
the end of the second calendar day following the calendar day on which the RFP bids are filed 
with the Board. The Board reserves the right, at the certification meeting, to reject the BGS-FP 
Auction results and/or the BGS-HEP Auction results. Furthermore, the Board reserves the right, 
to reject, in whole or in part, the JCP&L Green Pilot RFP results and/or the Rockland RFP 
results. 
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Furthermore, the Board DIRECTS that the Joint EDC Proposal be modified consistent with the 
foregoing and that the EDCs make compliance filings, including an updated Attachment A and 
any other changes consistent with this decision, by Friday, November 15, 2002." The Board 
FURTHER DIRECTS the EDCs to work with Staff and CRA to ensure that any supplemental 
documents, such as application forms and tariffs, are fair and developed consistent with this 
decision and that the review procedures for bidder applications are applied in a consistent and 
non-discriminatory manner. The JCP&L RFP should be developed with Staff and CRA and 
issued consistent with our foregoing directions. 

DATED: 12/18/02 BOARD OF PUBLIC UTILITIES 

BY: 



(SIGNED) 

JEANNE M. FOX 
PRESIDENT 

(SIGNED) 

FREDERICK F. BUTLER 
COMMISSIONER 

(SIGNED) 

CAROL J. MURPHY 
COMMISSIONER 

(SIGNED) 

CONNIE O. HUGHES 
COMMISSIONER 



(SIGNED) 

JACK ALTER 
COMMISSIONER 
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DISSENTING OPINION OF COMMISSIONER CONNIE O. HUGHES AS TO THE JCP&L 
GREEN PILOT PROGRAM 



I respectfully dissent from the majority ruling regarding the Green Pilot Program 
proposed for implementation by JCP&L. 

As discussed at the Board meeting, I am a major proponent of clean energy, renewable 
energy, energy efficiency and energy conservation. This pilot however is misnamed a 
"green" pilot. The pilot program's green component is defined "as three times the current 
Renewable Portfolio Standard's requirement for Class I and Class II renewables." This 
total reflects 9.25% - 2.25% for Class 1 plus 7.5% for Class I or II renewable energy 
sources. For 2003. the RPS requirement for all electric power delivered at retail is cun^ently 
a total of 3.25% (0.75% Class 1 and 2.5% Class I or II) In each case; the percentage of 
"actual" green energy sources is a minimum component (less than 10%) of the total electric 
power being provided to retail consumers by JCP&L. Defining this program to the basic 
retail consumer as "green" is misleading without further explanation. 

My dissent Is based upon the fact that all JCP&L consumers - low income, senior citizens, 
moderate and high income - will pay more whether or not they participate in this pilot. In 
addition, while I support an "opt in" program I do not support the JCP&L proposal that customer 
would be "switched" into the green program if not enough consumers opt in, initially. 

Further, no factual evidence or information was provided either in staff briefings, party comment, 
or at the public Board meeting, that such a pilot would begin or result In the market 
transformation the Board is looking for, i.e.. consumers having choice in relationship to 
"cleaner/greener" energy must be based on full information, including how (what proportions) of 
the pilot program will be cleaner/greener versus the other program options; what are the 
incentive(s) being used for the consumers choice to transform the market, including that a 
customers choice may yield a higher cost but provide a cleaner/greener energy product. 

For the aforementioned reasons, I cannot support the proposed program implementation of the 
JCP&L Green Pilot. 



(SIGNED) 

CONNIE O. HUGHES 
COMMISSIONER 
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DISSENTING OPINION OF COMMISSIONER CAROL J. MURPHY AS TO THE RETAIL 
GREEN MARKETING PROGRAM 

I respectfully dissent from the majority ruling regarding the Retail Green Marketing Program 
proposed for implementation beginning in Year Two. 

Discussed at this Board meeting was the concept of a retail margin to be imposed on 
customers. The Board did not determine the disposition of the monies garnered from this retail 
margin during the meeting. Previously, Governor James E. McGreevey expressed such 
concern about the impact of deferred balances on ratepayers that he convened a Task Force, 
whose charge was to review these defenred balances and make recommendations on how to 
pay for them. It is my strong feeling that any retail margins considered by this Board must be 
dedicated to the repayment of these deferred balances. This Board must retire deferred 
balance debt before considering, much less funding, new programs. 

While I am interested in promoting renewable energy, this Retail Green Marketing Program, as 
presented, is vague and lacks any documented information as to the financial impact on New 
Jersey ratepayers. Furthermore, I do not believe that the proposal presents either a true retail 
setting or meaningful choice for customers. 

For all the foregoing reasons, I cannot support that portion of the ruling relating to the Retail 
Green Marketing Program. 



(SIGNED) 

CAROL J. MURPHY 
COMMISSIONER 



ATTEST: 



KRISTI IZZO 
BOARD SECRETARY 
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New Jersey Board of Public Utilities 



NEWS 



Release # 06-03 



Contact: 



Tracy Munford 
973-648-2595 



Gloria Montealegre 
973^8-2134 



NEW JERSEY^S BASIC GENERATION SERVICE (BGS) AUCTION 
LOCKS IN COMPETITIVE GENERATION PRICES FOR CUSTOMERS 
NJ Customers To Pay The Best Possible Price for Energy Next Year 



NEWARK, New Jersey, February 5, 2003 —The New Jersey Board of Public Utilities (NJBPU) 
today approved the results of the Basic Generation Service (BGS) Auctions conducted to meet 
the electric demands of customers who have not selected an altemative electric supplier and to 
make BGS available on a competitive basis. The auctions, which began Monday, February 3, 
lasted for two days. The Board approved auctions represents 95 billion kWh, with an 
approximate value of $5.2 billion. 

"While the retail market is still evolving, this innovative process allows New Jersey's consimiers 
to receive the benefits of competition at the wholesale level," said NJBPU President Jeanne M. 
Fox. "Today's action provides an effective mechanism for securing the best price possible for 
ratepayers. We are on the right track for the best possible rates people will pay after August 1." 

New Jersey is the only state in the nation to procure all of its electric needs by an internet 
auction. The auctions were conducted in a descending clock format designed to meet the needs 
of customers who currently receive BGS service through New Jersey's four incumbent electric 
distribution companies: Public Service Electric and Gas (PSE&G), Jersey Central Power & Light 
(JCP&L), Conectiv Power Delivery (Conectiv) and Rockland Electric Company (RECO). The 
BGS service for all four companies was bid simultaneously. 

*These results illustrate that New Jersey will contmue to seek innovative and effective solutions 
as we make the transition to a competitive electric market," Conmiissioner Frederick F. Butler. 
"The results of this auction will help New Jersey plan for the future." 



'The BGS Auction was an open, efficient and transparent process whereby suppliers were able to 
participate in one of the most robust and active energy markets in the country/* said 
Conrniissioner Carol J. Murphy. 

There were two separate auctions; one to serve the state's largest customers (The Hourly Energy 
Price or HEP Auction) and others for small to medium-sized ciistomers (The Fixed Price or FP 
Auction). 

Hourly Energy Prices (HEP) 

The winning bidders in the BGS - HEP Auction are: Consolidated Edison; Constellation Power 
Source, Inc.; Dominion Retail Inc.; First Energy Solutions; Morgan Stanley Capital Group Inc.; 
PSE&G Energy Resources & Trade, LLC, and PPL Energy Plus, LLC and WPS Energy Services. 



HEP^ 10 Month 



EDC # of Winning Closing Wholesale 

Bidders Price Per MW-dav 

Conectiv 2 $56.10 

JCP&L 5 $65.25 

PSE&G 8 $60.00 

Rockland 1 $59.80 



Fixed Pricing (FP) 

The FP winning bidders are: Conectiv Energy Supply, Inc.; Consolidated Edison Energy, Inc; 
Constellation Power Source, Inc.; Coral Power, LLC; DTE Energy Trading, Inc; First Energy 
Solutions; J. Aron & Company; Morgan Stanley Capital Group Inc.; NRG New Jersey Energy 
Sales LLC; PPL Energy Plus LLC; Reliant Energy Services, Inc.; Select Energy Inc.; Sempra 
Energy Trading Corp; Tractebel Energy Marketing, Inc. WPS Energy Services, Inc. 

FP - 10 Month - Cents per kilowatt-hour 

5.260 
5.042 
5.386 
5.557 



Conectiv 4 

JCP&L 5 

PSE4S:G 9 

Rockland 2 



FP - 34 Month - Cents per kilowatt-hour 



Conectiv 
JCP&L 
PSE&G 
Rockland 



5 
4 
6 
1 



5.529 
5.587 
5.560 
5.601 



'The Board*s action today is an example of how we are facilitating and monitoring deregulation 
to the benefit of consumers. While the immediate impact will be on the wholesale market, 
consumers will be the true beneficiaries," said Commissioner Connie O. Hughes. 

The NJBPU reviewed the auction results within 48 hours of the auctions closing. As offers 
made at the auctions are binding, there will be no post-auction negotiations. Furthermore, these 
competitively determined wholesale prices are locked in for the next 10 months or 34 months, 
regardless of conditions in the energy markets. This will assure that the type of price volatility 
experienced in California does not occur in New Jersey. 

The BGS Auction was continuously monitored by Board staff, as well as by the Board*s 
consultant Charles River Associates, a firm with extensive experience in similar type auctions. 
The monitoring structure was instituted to ensure that the auction rules were followed and to 
prevent collusion by bidders. The auction manager was National Economic Research Associates, 
an international firm of consulting economists. 

Winning bidders are required to assume the responsibility of a PJM Load Serving Entity for their 
portion of the BGS load, including capacity, energy, ancillary services and transmission. 

"During this time of uncertainty over events oversees and the potential of volatile fiiel costs, we 
are very pleased with the results of the energy auction," said Commissioner Jack Alter. 

The New Jersey Board of Public Utilities (BPU) is a state agency and regulatory authority mandated 
to ensure safe, adequate, and proper utility services at reasonable rates for New Jersey customers. 
Critical services regulated by the BPU include natural gas, electricity, water, wastewater^ 
telecommunications and cable television. The Board has general oversight responsibility for 
monitoring utility service, responding to consumer complaints, and investigating utility accidents. 
To find out more about the Board of Public Utilities, visit our web site at www.bpu.state.ni .us . 
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New Jersey locks in electric prices through 
auction 

Reuters - February 6, 2003 



NEW YORK, Feb 6 (Reuters) - A two-day energy auction in New 
Jersey earlier this week locked in competitive viiolesale electric 
prices for most state customers starting August 1 . 

The New Jersey Board of Public Utilities said in a statement late 
Wednesday it approved of the results of the auction to meet the 
electric demands of customers who still receive power fix>m their local 
power company. 

The auction, which began on Feb, 3, represented 95 billion kilowatt 
hours of electiicity worth about $5.2 billion. 

A kilowatt hour is enough power for an average house for 60 minutes. 

The four electric utilities in New Jersey are Public Service Enterprise 
Group Inc/s ((PEG.N)) Public Service Electric and Gas (PSE&G), 
FirstEnergy Corp/s ((FE.N)) Jersey Central Power & Light (JCP&L), 
Pepco Holdings Inc/s ((POM.N)) Concctiv Power Delivery and 
Consolidated Edison Inc/s ((ED.N)) Rockland Electric Co. 

The process involved two concurrent auctions. 

One, called tiic Hourly Energy Price or HEP auction, was to secure 
sufficient electricity to serve about 1,700 large business customers 
statewide, representing 2,600 megawatts (MW) of load, for a 
10-month period. 

The other, a general auction in tranches of 10- and 34-month periods, 
was to secure electricity to serve smaller business and all residential 
customers, representing about 15,500 MW of load. 
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One megawatt is enough power for about 1,000 homes. 



Reuters 2001. All rights reserved. Republication or redistribution of 
Reuters content, including by caching, framing or similar means, is 
expressly prohibited without die prior written consent of Reuters. 
Reuters and the Reuters sphere logo are registered trademarics and 
trademarks of the Reuters group of companies around the world. 
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ABSTRACT 



An auction service is provided that stimulates competition 
between energy suppliers (i.e., electric power or natural 
gas). A bidding moderator (Moderator) receives offers from 
competing suppliers specifying the economic terms each is 
willing to offer to end users for estimated quantities of 
electric power or gas supply (separate auctions). Each sup- 
plier receives feedback from the Moderator based on com- 
petitors" offers and has the opportunity to adjust its own 
offers down or up, depending on whether it wants to 
encourage or discourage additional eneigy delivery commit- 
ments in a particular geographic area or to a particular 
customer group. Each supplier"s offers can also be changed 
to reflect each supplier's capacity utilization. The Moderator 
selects at least two suppliers to provide energy to each end 
user, with each supplier providing a portion of the energy to 
be used by each end user at an end-user facility during a 
specific future time interval. 
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BIDDING FOR ENERGY SUPPLY 

Cross Reference to Related Applications 

[0001] This Application claims the benefit of the priority 
of Provisional Applications Serial # 60/039,041 filed Feb- 
ruary 24, 1997 and Serial # 60/064,421, filed October 30, 
1997 andrenimFillretumFill Application Serial # 09/023, 
968, filed February 13, 1998, now U.S. Pat. #6,047,274, 
issued April 4, 2000, and is a Continuation of co-pending 
implication Ser. #09/542,451, filed April 4, 2000. 

Background of Invention 

[0002] The electric power and natural gas industries will 
experience fundamental changes over the next few years as' 
the results of continuing deregulation take hold. One of 
those results is to give end users a choice of energy provid- 
ers. Until now, substantially all end users purchased the 
electric power or natural gas they needed from the local 
electric or gas utility serving their geographic area. Electric 
utilities have generally operated as vertically integrated local 
monopolies, producing or purchasing (on a wholesale basis), 
the quantities of electric power they needed to serve all end 
users within the utility's geographic boundaries. Natural gas 
utilities have generally operated in a similar fashion, though 
usually purchasing rather than producing most of the natural 
gas they need .According to the Federal Energy Information 
Administration, legislation to deregulate the electric power 
industry has been adopted in five states and is pending in 
over 20 others. In general, this legislation calls for a restruc- 
turing of the industry into at least three kinds of participants: 
(i) electric power generating companies, (ii) long-haul trans- 
mission companies, and (iii) local distribution companies 
(DISCOs). Power generators will include companies that 
own actual generating facilities as well as those firms that 
purchase generating capacity from others and market that 
available power directly to end users. Under most of the 
various legislative approaches, an end user will be given the 
opportunity to purchase its electric power firom any legiti- 
mate power generating company willing to supply electric 
power to that end user's geographic region. One of the 
primary aims of electric power deregulation efforts nation- 
wide is to reduce end user's energy prices by introducing 
competition among power generators. As competition 
increases, power generators are expected to offer prospec- 
tive customers various pricing plans premised, for example, 
on volume and term commitments, and peak/off-peak usage. 
Under most of the pending deregulation schemes, the local 
distribution company facilities of the local electric utility 
will continue to be a govenunent-regulated monopoly within 
the region it serves. These facilities are primarily the wires 
and other equipment constituting the local power grid over 
which electric power is transmitted to end user locations, 
having been delivered to the grid by generating plants within 
the local utility^s service area or by other utilities" grids 
interfacing with that local utility "s grid (when the local 
utihty purchases electric power today from suppliers outside 
of its service area).In the natural gas industry, similar 
deregulatory efforts are underway to enable greater compe- 
tition and customer choice. The wholesale purdiase and sale 
of natural gas has already been mostly deregulated. In some 
states large industrial and commercial customers can pur- 
chase their natural gas directly from gas producers rather 
than from the local gas utility. Most industry observers 



expect local natural gas utilities to be restmctured in the near 
future to follow the model being used in the electric power 
industry as a result of deregulation, with three similar 
components: (i^ namral gas production companies, (ii) gas 
pipeline transmission companies, and (iii) local distribution 
companies (DISCOs). Gas producers will include compa- 
nies that own actual production facilities as well as these 
firms that pxm:hase production capacity from others and- 
market that available gas directly to end users. End users are 
expected to be given the opportunity to purchase the namral 
gas they need from any of numerous natural gas producers 
willing to supply natural gas to that end user's locale. Under 
most of the expected deregulation models, the local distri- 
butu)n company facilities of the local gas utility will con- 
tinue to be a government-regulated monopoly within the 
region it serves. These facilities are primarily the pipelines 
and other equipment constituting the regional gas pipeline 
network through which namral gas is transported to end user 
locations, having been delivered to the regional network by 
production facilities within the local utility"s service area or, 
more often, by long-haul gas pipeline transmission compa- 
nies transporting natural gas from production facilities to the 
local utihty"s regional pipeline network.Meter reading and 
billing of end users has until now generally been handled by 
the local distribution utility as part of its local franchise. As 
a result of deregulation, however, the local distribution 
utility is expected in many jurisdictions to lose this 
monopoly over meter reading and billing. The various state 
pubUc utility commissions (PUCs) in those states where 
electric power deregulation plans are at an advanced stage, 
for example, are considering giving power generators the 
right to read meters and render their own bills without the 
cooperation of the local distribution utility. In many cases, 
the power generator or end user may have the right to 
determine who will own the meter and whether the end user 
will receive separate bills (one for energy consumption from 
the power generator and another for the distribution and 
service charges of the local distribution utility) or a consoli- 
dated bill, as is the case today. Many industry experts expect 
independent service entities (not necessarily aflSliated with, 
but acting as agents for, power generators or gas producers, 
local distribution utilities, end users, or any combination 
thereof) to provide meter reading and billing services on a 
more efficient basis than local electric and gas utilities do 
today.Both electric and gas utilities rely primarily on meters 
at customer sites to apprise them of bow much energy the 
customer has taken from the utility's siq)ply lines mnning 
down the street. Many of these meters can measure (0 the 
volume of energy used (e.g., kilowatt-hours of electricity), 
(ii) the highest volume used during any hour throughout a 
monthly billing cycle (peak demand), and (iii) the volume 
used in every hour of the monthly billing cycle (or as short 
a period as every 15 minutes during this cycle). Some 
meters, such as those used by larger industrial and commer- 
cial end users, can measure all of the above. Other meters 
measure only total monthly volume and peak demand. 
Meters servicing residential customers often measure only 
total volume used during the month.Today, most end users 
have meters that require a physical on-site visit by the local 
utility to read the meter in order to determine the end user's 
actual energy usage since the last time the meter was read, 
lypically, such on-site visits are made once a month. If the 
local utility fails to make such a visit, the end user"s energy 
usage for that month is estimated and billed based on prior 
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usage. Billing is then reconciled after the next on-site meter 
reading. More sophisticated meters now available enable the 
local utility to monitor the end user^s actual energy usage 
electronically^ without requiring a physical on-site visit to 
read the meter. Employing these meters, the local utility can 
continuously monitor the end user^s actual energy usage by 
taking readings every 15 minutes throughout the day» if 
necessary. Some local electric utilities* for example, require 
their largest customeis to install these electronic remotely- 
readable meters so that the utility can monitor these cus- 
tomers" actual usage throughout the day and, as a result, 
better manage and balance the overall load on its local power 
distribution grid. Industry experts cxpcd meter manufactur- 
ers within a few years to reduce this monitoring window to 
under five minutes. Whether the meter is read by an on-site 
visit or via remote conununication, today the local utility 
records that energy usage data and applies its applicable 
tariffed rate to produce a bill for the end user. These tariflfe, 
filed by the local utility with the applicable slate PUC, set 
forth specific rates to be charged to different classes of 
customers - e.g., large industrial and commercial end users 
often pay rates based on peak demand as well as total 
volume consumed, whereas the rates paid by residential 
customers typically relate only to total volume consumed. 
Some tariffs call for different rates depending on time of use 
(e.g., peak v. off-peak pricing). In general, large customers 
pay lower rates than small customers. As deregulation 
progresses, competing energy providers are expected to offer 
end users myriad pricing plans and contractual arrangements 
geared to time of use, volume and term commitments, etc. 
Power generators will compete with other power generators 
just as gas producers will compete with other gas produc- 
ers^ active wholesale market exists for electric power. 
Power generators, local electric utilities, resellers, indepen- 
dent traders and brokers actively buy and sell electric power 
among themselves. A power generator may wish to sell 
excess generating capacity not required for its own opera- 
tions or not contractually committed to any utility, or may 
need to purchase additional power to satisfy its generating 
commitments. A local electric utility may be selling excess 
generating capacity (from its own generating plants) or 
buying power from nearby utilities, resellers, traders or 
brokers to cover a shortfall in its own supply (e.g., during 
certain peak periods). Resellers and traders may be hilfiUing 
take-or-pay or supply contracts they have with power gen- 
erators, local utilities or each other or just buying or selling 
based on speculation about the future price of power in the 
spot market. Under deregulation, the local electric utility 
will no longer have a monopoly on selling power to end 
users. Power generators, other utilities, -reselleis, brokers and 
other power marketers will all be able to sell electric power 
directly to end users.In the wholesale power market, buyers 
typically take title to the electric power they purchase at 
well-established interfaces or transfer points on a regional 
power grid (e.g., the Oregon-California border). In many 
cases, however, the purchase arrangement may call for title 
to be passed at some alternate point, such as (i) the point on 
the regional grid nearest the seUer^s generating facility or 
(ii) if the buyer is a local distribution utility, the poinl(s) on 
its local grid where the grid interfaces with the power grids 
of neighboring utilities. Before this power can be delivered 
to the buyer at the agreed transfer point, the seller must 
schedule a contract path for this power to travel firom the 
seller's generating facility (or the point at which the seller 



is to take title if the seller purchased this power from another 
source) to the transfer point. The buyer must, in turn, 
schedule a transmission path from the transfer point to the 
buyer's own grid interface (if the buyer, for example, is a 
local distribution utility) or, if the buyer is reselling this 
power to another party, to a transfer point agreed to by such 
other party. Scheduling contract or transmission paths is 
usually coordinated through the regional grid contn>ller(s) 
for the power grids over which this power is to be trans- 
mitted. Ihe regional grid controller manages one or more 
local power grids, keeping demand on the combined grid in 
balance with available supply at all times. Generally, but not 
always, the affected power grids are those owned and 
controlled by the electric utilities whose service areas are 
situated between the source of this power and the transfer 
point. The charges for transmission of the purchased power 
to and from the point at which title is pa^ed are normally 
borne by the seller and buyer, respectively.In many states or 
geographic regions, local electric utilities have formed 
wholesale power pools in which they share power, as 
needed, with other members of the pool under arrangements 
and according to rules previously agreed to by all the 
members. In some of these power pools, the members" 
generating facilities and key portions of their respective 
power grids are placed under the control of a regional or 
pool controller who manages the continuous balancing of 
power being transmitted across these grids for greatest 
eflBciency and at lowest cost to the members. The pool 
controller in some cases, for example, will advise the pool 
members on one day of the power he expects to need during 
each hour of the following day, in order to satisfy the 
projected aggregate demand on the pool's combined grid by 
the utilities" customers. Each member is invited to submit 
offers (quantities and prices) of the power it is wiUing to 
supply to the combined grid. Starting with the lowest-priced 
power first, the controller accepts such offers until he 
reaches the aggregate quantity he needs for each hour of the 
next day. lypically, the clearing price - the price of the last 
unit of power needed by the controller to meet his projected 
demand for each hour - is used to set the price that all 
suppliers for that hour will receive, notwithstanding that 
some of the accepted offers were at prices lower than the 
clearing price. This approach ensures an efficient but equi- 
table least-cost wholesale pricing arrangement among the 
pool members^ deregulation efforts have gained momen- 
tum in the electric power industry, similar pooling arrange- 
ments have been explored to make the wholesale market 
more efficient but also to give energy marketers not affiliated 
with a local utility a reasonable chance to compete. The 
California Public Utilities Commission, for example, has 
proposed a power exchange to which the three largest 
in-state electric utifities must sell all their generated power 
and from which they must also buy all the power they need 
for distribution to their end user customers. Other power 
generators, utilities, resellers, traders and brokers can also 
buy and sell power through this exchange. Each day the 
operator of the power exchange will assess the next day's 
power supply requirements for the three largest utilities" 
customers as well as all those of the other local utilities in 
California to be supplied power via the exchange. The 
operator will ask power generators, local utilities with 
generating capacity, resellers and traders (and any others 
willing to supply electric power to the exchange) to submit 
asking prices for specified quantities of power to be deliv- 
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eied to the California power grid during each hour of the 
next day. Starting with the lowest-priced power first, the 
exchange operator will then match its assessed needs for 
power during each hour of the next day against the offered 
power until the operator has identified sufficient power 
supplies for each hour to meet its anticipated demand. The 
price at which this offered power is accepted by the 
exchange operator will be the purchase price payable to the 
power provider. The power exchange plans to publish these 
prices every day. Similar exdiange or pooling arrangements 
are being studied by other state public utility commissions as 
part of their deregulation proceedings.One of the primary 
objectives of deregulation is to reduce energy costs for end 
users by fostering competition among energy providers. 
Most electric power industry analysts, for example, assume 
that end users will only realize significant savings if they 
move to time-of-use pricing (e.g., peak v. off-peak). In many 
states, larger end users are already subject to different prices 
based on the cost to the local electric utility of supplying 
power during periods of peak demand across its service area. 
In general, the cost to providers of generating power during 
peak demand hours can be dramatically higher than at other 
times of the day. The greater efficiency of the wholesale 
market and increased visibihty of wholesale prices is 
expected to influence the pricing plans that providers will be 
willing to offer end users, especially those end users who are 
willing to pay different prices based on (i) when during the 
day they typically need more or less power and/or (ii) 
whether they can alter their current power consumption 
patterns to conserve usage during the hours of highest 
demand within the local utility^s service areaj\n active 
wholesale market also exists for natural gas. Gas producers, 
local gas utilities, resellers, independent traders and brokers 
actively buy and sell natural gas among themselves. A gas 
producer may wish to sell excess production capacity not 
required for its own operations or not contractually com- 
mitted to any utility or other party, or may need to purchase 
additional gas supplies to satisfy its production commit- 
ments. A local utility may be buying natural gas from 
producers, other utilities, resellers, traders or brokers to 
secure its necessary supplies or may be selling gas to many 
of these same parties if it has excess supplies. Resellers and 
traders may be fulfilling take-or-pay or supply contracts they 
have with gas producers, local utilities or each other or just 
buying or selling based on speculation about the fiimre price 
of natural gas in the ^t maiket. Gas producers, other 
utilities, resellers, brokers and other natural gas marketers 
will all be able to sell natural gas directly to end users under 
most deregulation models for the natural gas market.In the 
wholesale natural gas market, buyers may take title to the 
gas they purchase at any of several possible transfer points 
from the gas production facilities to the interface between 
the long-haul transmission pipeline transporting the gas and 
the local utility^s regional pipeline network. Scheduling 
transmission of newly purchased or sold gas is usually 
coordinated with the operator of the long-haul transmission 
pipehne expected to transport this gas to the buyer. The 
charges for transmission of the purchased gas to and from 
the point at which title is passed are normally borne by the 
seller and buyer, respectively. 

SuDunary of Invention 

[0003] The provision of electric power and natural gas to 
end users is dominated by fixed price anangements set 



according to (i) orders promulgated by the federal or state 
governmental bodies regulating providers, (ii) tariffs filed 
with such governmental authorities by the providers, or (iii) 
contractual arrangements between providers and end users. 
However, because of technological and regulatory changes, 
the provision of these sources of energy is becoming more 
of a commodity, with competition between providers 
expected to increase dramatically in the next few years. The 
invention disclosed herein provides an auction service that 
will stimulate this competition and facilitate the consumer's 
ability (and that of resellers) to make economic choices 
between providers. In this method and system, providers 
supply energy (i.e., electric power or natural gas) to end 
users (or resellers) in accordance with economic incentives 
(e.g., lowest price) resulting from a bidding process between 
participating providers, administered by a bidding service 
entity through operation of a central processor, a computer 
referred to as a bidding moderator (the Moderator). The 
bidding process to supply electric power will be conducted 
separate and apart from the bidding process to supply natural 
gas. Power generators will compete only with other power 
generators. Gas producers will compete only with other gas 
producers. However, for ease of reference, power generators 
and gas producers are each referred to herein as energy 
providers or just Providers. Through this auction. Providers 
will be apprised of the bids of competing Providers and have 
an opportunity to modify their bids accordingly.Each of the 
Providers transmits to the Moderator the rate it is willing to 
charge (or other economic incentive it is willing to offer) for 
electric power or natural gas to be provided to an end user 
or group of end users (or a reseller or group of resellers), 
over some particular period of time. For purposes of this 
application, resellers can be Providers or buyers of energy 
supply. This bid may be lower than that Provider's estab- 
lished rate for any of several reasons (e.g., the Provider has 
excess generating or production capacity at that time). The 
Provider may, for example, also decide for capacity or 
competitive reasons to place different bids on energy to be 
provided, for example, to different end users at different 
times of day and at different destinations (e.g., with higher 
prices for electric power supplied during daily peak demand 
periods or for power delivered to destinations at greater 
distances from the Provider's power generation facilities). 
The Provider may change its bids as often as it likes as 
marketplace demands for energy change or in response to 
competitors" bidding activities.Tlie Moderator collects this 
bid information from all the Providers, sorts it according to 
the rules of the auction (e.g., sorting it among delivery 
destinations - such as the grid interfaces of local electric 
distribution companies serving end users), and may further 
process this bid information, for example, to select Providers 
for particular end users or resellers. This provider selection 
information may include, for example, a prioritization of the 
Provider selection in accordance with Providers" bids or the 
designation of a selected Provider or a default Provider. The 
Moderator then transmits selected portions of this informa- 
tion to a control computer associated with each end user or 
group of end users (or each reseller or group of resellers), as 
well as to participating Providers" energy network manage- 
ment centers. Eadi control computer gets the rate informa- 
tion andt/or provider selection information from the Mod- 
erator that pertains to the end user or group of end users (or 
the reseller or group of resellers) with whom the control 
computer is associated. The Moderator gives each Provider 
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bid informatioD from other Providers for at least a portion of 
the end users (or resellers) in regard to which any Provider 
has submitted a bid.A control computer may be operated by 
the Moderator, by an end user or reseller associated with a 
control computer (e.g., by the energy manager of a large 
industrial customer), or by the local energy distiibution 
company that distributes energy to the end user associated 
with a control computer. For some end users, the Moderator 
will perform the functions of the control computer, perhaps 
using an adjunct computer to the Moderator.From the list of 
all Providers providing bid information to the Moderator, 
each control computer (or the Moderator) can select those 
Providers from whom participating end users or resellers 
will be provided electric power or natural gas and can 
change that selection at any time. After each new bid is 
submitted by a Provider and is processed by the Moderator, 
the rate and/or provider selection data will be transmitted to 
the relevant control computers (or retained by the Moderator 
if the Moderator will perform the functions of the control 
computer, including selecting a Provider for each set of end 
users or resellers) and rate information will be distributed to 
some or all of the Providers in order to implement the 
auction. A Provider, for example, may not be interested in 
receiving the bids of other Providers who are not active in 
the same geographic regions. All Providers will have the 
opportunity thereafter to submit a lower or higher bid for any 
end user (or any reseller or group of resellers) or group of 
end users to whom they wish to supply electric power or 
natural gas.The Moderator (or the control computer associ- 
ated with a set of end users or resellers) collects end users" 
actual usage data from end users" meters and processes this 
data to create periodic usage reports to be transmitted to 
Providers. If meter readings are performed by the end user^s 
DISCO or a third-party meter reading service entity rather 
than the Moderator, reports of such end user^s actual energy 
usage can be collected by the DISCO or third-party service 
entity and transmitted to the Moderator for processing and 
subsequent transmission by the Moderator to the respective 
Provider. The Provider, as part of managing its available 
capacity, can adjust its bids, for example, to create more 
demand for its available capacity on a spot basis, resulting 
in incremental revenue for the Provider that would not be 
achievable otherwise. These periodic usage reports can also 
be transmitted by the Moderator or associated control com- 
puter to the applicable end users or resellers.Each Provider 
of electric power manages its power generation and/or 
power provisioning activities (e.g., buying and seUing power 
in the wholesale markets) in response to periodic reports of 
end users" actual usage transmitted by the Moderator (or 
applicable control computer) to the selected Provider. In 
response to such reports, this Provider can adjust its power 
generating or provisioning capacity to reflect higher or lower 
expected usage as these periodic reports are received 
throughout the day, month or year. Each selected Provider of 
natural gas manages its gas production and/or gas provi- 
sioning activities (e.g., buying and selling natural gas in the 
wholesale markets) in response to similar periodic reports of 
end users" acmal usage transmitted by Uie Moderator (or 
applicable control computer) to such Provider.The technol- 
ogy required to facilitate forward delivery transactions, in 
which a buyer and seller agree to the terms of a transaction 
today, for example, but schedule actual delivery for a future 
time, would be belpfiil to end users, resellers and Providers. 
The Moderator can facilitate such transactions by processing 



requests for end users or resellers (as buyers) for future 
energy supply or services to be delivered by Providers in the 
future. In order to provide the Moderator with sufficient 
information to process such a request, the buyer will enter 
the information describing the request on a software-derived 
template and transmit such information to the Modera- 
torlTuough this bidding process, Providers can compete to 
supply electric power or natural gas to end users and 
resellers based on available capacity, delivery destinations, 
volume discounts, peak period requirements, etc. Providers 
can also manage their power generation, gas production 
and/or eneigy provisioning activities by adjusting their bids 
from time to time, depending on capacity utilization or other 
energy availability factors. And end users (and resellers) can 
easily make economic choices among competing Providers. 

Brief Description of Drawings 
[0004] Figure 1 is a schematic view of an exemplary' 
system of the invention showing shared data links between 
the Providers and the Moderator, between the Moderator and 
the control computers, between the control computer and the 
end users (or resellers), between the Moderator and the 
DISCOs, between the Moderator''s adjunct computer and the 
control computers, between the Moderator''s adjunct com- 
puter and the DISCOs, and between the Moderator's adjimct 
computer and the Providers, and further showing dedicated 
commtmication lines between the Moderator and its adjunct 
computer, and the use of the public switched telephone 
network for communications between the Moderator's 
adjunct computer and end user meters. 

[0005] Figure 2 is a schematic view of an exemplary 
system of the invention showing dedicated communication 
lines between the Provider and the Moderator and between 
the Moderator and the control computers, and a shared data 
link between the Moderator and the DISCOs. 

[0006] Figure 3 is a schematic view of an exemplary 
system of the invention showing shared data links between 
the Provider and the Moderator, between the Moderator and 
the control computers, and between the Moderator and the 
DISCOs. 

[0007] Figure 4 is a schematic representation of an exem- 
plary method of the invention showing transmission of bids 
by Providers to the Moderator, processing of bids by the 
Moderator and transmission of Provider selection data to the 
control computers, selection of Providers by the respective 
control computers and transmission of selection notifica- 
tions to the Moderator, and transmission of such notifica- 
tions by the Moderator to the selected Providers and the 
applicable DISCOs. 

[0008] Figure 5 is a schematic view of an exemplary 
system of the invention in which the control computers 
transmit selection notifications directly to the selected Pro- 
viders. 

[0009] Figure 6 is a schematic representation of an exem- 
plary method of the invention in which the control comput- 
ers select Providers and transmit notifications to the Mod- 
erator, the selected Providers and the applicable DISCO. 

[0010] Figure 7 is a schematic view of an exemplary 
system of the invention in which the Moderator selects 
Providers and incorporates all functions otherwise per- 
formed by the respective control computers as shown in 
Figure 4. 
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[0011] Figure 8 is a schematic view of an exemplary 
system of the invention in which the Moderator selects 
Providers for each set of end users and communicates with 
all of the Providers and the DISCOs via dedicated commu- 
nication lines. 

[0012] Figure 9 is a schematic view of an exemplary 
system of the invention in which the Moderator selects 
Providers for each set of end users and conmiunicates with 
all of the Providers and the DISCOs via shared data links. 

[0013] Figure 10 is a schematic representation of an 
exemplary method of the invention in which the Moderator 
selects Providers for each set of end users and notifies the 
respective Providers and applicable DISCOs. 

[0014] Figure 11 is a schematic view of an exemplary 
system of the invention showing the use of the Internet for 
communications between the Moderator's adjunct computer 
and end user meters. 

[0015] Figure 12 is a schematic view of an exemplary 
system of the invention showing the use of a wireless 
communications network for communications between the 
Moderator's adjunct computer and end user meters. 

[0016] Figure 13 is a schematic view of an exemplary 
system of the invention showing the applicable DISCO for 
each set of end users collecting the meter reading data from 
the meters of end users participating in the auction service 
and transmitting such meter reading data to the Moderator's 
adjunct computer. 

[0017] Figure 14 is a schematic view of an exemplary 
system of the invention showing third party meter reading 
service entities (independent of the applicable DISCOs) 
collecting the meter reading data firom the meters of end 
users participating in the auction service and transmitting 
such meter reading data to the Moderator's adjunct com* 
puter. 

[0018] Figure 15 is a schematic representation of an 
exemplary method of the invention, including a billing 
capability in which the Moderator can generate a bill for 
each end user. 

[0019] Figure 16 is a schematic representation of an 
exemplary method of the invention, including a billing 
capability in which the applicable DISCO can generate a bill 
for each end user. 

Detailed Description 

[0020] The Energy Auction System (EAS) can be made 
available to all end users of electric power or natural gas 
(and resellers of either), but will function best for those end 
users who have meters that can be read remotely by elec- 
tronic means known in the industry (e.g., with access via 
public or private wired or wireless telecommunications 
facilities, coaxial cable facilities, power line oommimica- 
tions access, etc., whether using circuit-switched, packet 
data, frame relay or asynchronous transfer mode netwodcs or 
other communications facilities utilizing known technolo- 
gies). An exemplary embodiment of the EAS system archi- 
tecture is designed to operate as follows:(i) Providers trans- 
mit their most economically advantageous rates (or other 
economic incentives) as bids to the Moderator;(ii) the Mod- 
erator processes these bids according to specified rules of the 
auction to which all bidders agree, in order to produce an 



apples-to-apples comparison of the rates or other economic 
incentives offered by the bidders and, further, to generate 
provider selection data pertaining to each end user or group 
of end users (or each reseller or group of resellers) associ- 
ated with a particular control computer;(iii) the Moderator 
transmits back to the bidders some or all of the bids received 
from the other bidding Providers, giving them an opportu- 
nity to adjust some or all of their bid^(iv)the Moderator 
transmits to each control computer such rate information 
and/or provider selection data as is relevant to the end user 
or group of end users (or resellers) associated with that 
control computer;(v) using the information received from 
the Moderator, each control computer selects the Provider 
offering the lowest rate (or best economic value) at that time 
to the end users (or resellers) associated with that control 
computer (after applying any decision rules formulated and 
inputted by the control computer's administrator and/or 
formiilated and U-ansmitted to the applicable control com- 
puter by any end user or reseller) and transmits such 
selection to the Moderator;(vi)for those end users or resell- 
ers not associated with a control computer, the Moderator 
will perform all of the functions the control computer would 
otherwise perform, including selecting the Provider offering 
the lowest rate (or best economic value) at that time to each 
such end user;(vii) the Moderator (or applicable control 
computer) transmits a notification to the selected Provider 
(which may also specify the estimated energy requirements 
of the set of end users to be served) and, perhaps, copies of 
such notification to the end user's local energy distribution 
company (DISCO) and to the respective Provider supplying 
power or natural gas to this end user immediately prior to the 
start of energy deliveries by the newly-selected Provider- 
;(viii) meters at subscribing end user sites periodically 
transmit reports of actual energy usage to the Moderator (or 
an associated adjunct computer), either directly or tfirough 
the end user's DISCO or a third-party meter reading service 
entity;(ix) the Moderator (or an associated adjunct com- 
puter) processes this meter reading data and transmits to the 
respective Provider (and, perhaps, also to the applicable end 
users or resellers) periodic reports of the actual energy used 
by each end user or selected group of end users (or by 
customers of a reseller) being supplied by that Provider,(x) 
these usage reports may also be processed and transmitted 
by the Moderator to the DISCO (or an adjunct computer 
associated with the DISCO's power grid or gas pipeline 
management and/or billing systems) for each end user or 
group of end users (or resellers) in the sendee area being 
siq>phed by a specific Provider or for all end users (or 
resellers) in the aggregate (or any portion thereoQ in that 
disco's service area, without necessarily sorting such end 
users (or by customers of a reseller) by their respective 
Providers;(xi) based on such usage reports from the Mod- 
erator, eadi Provider can adjust the quantity of electric 
power or natural gas it supplies, by generation^roduction or 
otherwise, to the power grid or gas pipeline network, respec- 
tively, of the disco serving such end user or selected group 
of end users (or resellers);(xii) applying the actual energy 
usage data received from eadh end user's meter and the rate 
(or other economic incentive) offered at the time by the 
winning bidder from among the participating Providers, the 
Moderator (or an associated adjunct computer) can prepare 
and transmit a billing statement for each end user or reseller 
to the re^ective Provider and to such end user or reseller 
(unless the Provider wishes to prepare its own billing 
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statement for such end user); and(xiii)for those end users or 
resellers who so elect (assuming their selected Providers 
agree), Moderator can prepare and transmit to each end 
user or reseller a consolidated billing statement, based on the 
actual energy usage data received by the Moderator horn 
that end user^s meter (or the meters of end users served by 
that reseller) during an entire billing cycle and the winning 
bid data relating to all selected Providers who supplied 
electric power or natural gas to this end user or reseller 
during that billing cycle (i.e., consolidating billable charges 
from all Providers of electric power to such end user or 
reseller on one bill and consolidating billable charges from 
all Providers of natural gas to such end user or reseller on 
another bill).The Moderator (or applicable control com- 
puter) will, in most cases, transit or make available to 
Providers (e.g., via an on-line bulletin board or Internet 
website) the estimated energy requirements of the end user 
or group of end users (or the reseller or group of resellers) 
to be served before the Moderator (or control computer) 
makes a selection of the Provider offering the lowest rate (or 
best economic value) at that time to the applicable end users 
or resellers, in order to give the Providers more precise data 
on which to base their bidsTransmissions by Providers of 
bids to the Moderator, transmissions by the Moderator of 
processed bid data to relevant control computers and rate 
information to Providers, transmissions by control comput- 
ers of Provider selection notifications to the Moderator, and 
transmissions by the Moderator of winning bid notifications 
to selected Providers (and, perhaps, to the relevant DISCO) 
can be made via data link, dedicated facility or any private 
or public wired or wireless telecommunications network. 
Similar means can be used for transmissions by end users" 
meters of usage data to the Moderator, for transmissions by 
the Moderator (or the applicable control computer) of the 
periodic energy usage reports derived from such meter 
reading data to the Providers, the end users (or resellers) and 
the applicable DISCOs, and for transmissions by the Mod- 
erator to the respective Provider of billing statements the 
Moderator prepares for each end user or resellerA control 
computer may be operated by the Moderator, by an end user 
or reseller associated with a control computer (e.g., by the 
energy manager of a large industrial customer), or by the 
DISCO that distributes energy to the end user associated 
with a control computer.End users can participate in EAS 
even if they do not have meters that can be remotely read by 
electronic means. Such end users can have their meters read 
by on-site visits at the end of a billing cycle (or more 
frequently, if necessary) and have the meter reading data 
transmitted to the Moderator immediately thereafter (in lieu 
of having a remotely-readable meter transmitting periodic 
energy usage reports to the Moderator). Hme-of-use meters 
will enable EAS to accommodate many Providers for an end 
user during the same billing cycle (e.g., peak v. off-peak 
usage), but switching to any new Providers before the end of 
the billing cycle will not be feasible, absent an on-site visit 
to read the end user^s meter before making such a switch. 
End users who have meters that do not record actual energy 
consumed by time of use, for example, may achieve a rough 
approximation of time-of-use metering if participating Pro- 
viders agree to bill for usage based on usage profiling (also 
referred to as load profiling in the electric power industry) 
for that customer (i.e., estimating the end user"s actual 
energy usage hour-by-hour, using historical usage levels 
related to the class of customers into which this end user 



fits), an approach adopted by the California PUC as part of 
its electric power deregulation plans.BiddingTbe Moderator 
will establish rules and standards under which the auction 
process will be conducted. Some of those rules will be set to 
enable the Moderator to compare competing bids on an 
apples-to-apples basis, in order to determine the best eco- 
nomic value being offered to end users. Bids submitted to 
the Moderator must conform to sudi rules in order to be 
considered by the Moderator. The auction rules may take 
into account such factors as the difference in the nature of 
electric power generation and gas supply. For example, the 
supply of electric power must be controlled at the point of 
generation, while gas is capable of being stored, the trans- 
mission pipelines themselves constituting a significant stor- 
age medium.In general, the Moderator may require bidders 
to formulate bids based on, for example, (i) a particular 
period of time during which they will supply energy (e.g., 
the next hour or the next 12 months), (ii) a specific end user 
(or reseller) or a group or class of end users (or resellers) to 
whom they will supply energy, (iii) a stated class of service 
they will supply (e.g., uninterruptible v. intemiptible, high- 
voltage V. stepped-down service, etc.), (iv) whether they will 
supply 100% of an end user''s (or reseller's) energy needs 
during a specified period or only supply up to a specific 
quantity of energy during a set period, (v) a specific deUvery 
destination (e.g., a grid or pipeline interface of the end user's 
DISCO at which the DISCO will accept delivery of power 
or natural gas, respectively, from outside supphers), (vi) the 
estimated amount of the energy required on a recurring basis 
by each applicable end user or set of end users (or resellers), 
(vii) the frequency with which the bidder will receive 
periodic feedback reports from the Moderator of actual 
energy usage by the end users to whom the bidder wishes to 
supply energy - a function primarily of whether the end users 
have remotely-readable meters sending usage reports to the 
Moderator on a recurring basis; and (viii) whether the end 
user (or reseller) will be billed separately for each Provider's 
energy or on a consolidated basis for all Providers supplying 
energy to such end user (or reseller) during the same billing 
cycle. A Provider may wish to formulate and submit more 
than one bid for an end user or group of end users or resellers 
(e.g., some end users may require more than one class of 
service, others may require that electric power or natural gas 
be delivered to more than one location, etc.).The competing 
Providers bid for customers by transmitting to the Moderator 
the economic incentive each Provider will offer for supply- 
ing energy to different end users or groups of end users (or 
resellers). The economic incentive presendy contemplated 
as being most usual is the rate (amount of money charged per 
unit of energy). However, many other kinds of economic 
incentive may be offered, such as a credit toward other 
services (e.g., frequent flyer points) or a credit toward an 
additional rebate that may be offered if a user's energy usage 
for a given period rises above a threshold. The economic 
incentive could be a combination of rate and another incen- 
tive. But the economic incentive should be selected from a 
limited set authorized by the Moderator, because the incen- 
tive must be capable of being evaluated by the software in 
the Moderator or its associated adjunct computer. Each bid 
is associated with a time period within which the bid will be 
effective.The rules of the bidding process related to such 
lime periods can be structured in many ways. The following 
are examples of such possible bidding rules:(a) The day is 
divided into blocks of time by the Moderator and bids are 
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submitted for each block of time. All bids for a given block 
of time must be submitted prior to a cut>ofif time that 
precedes that block of time by a protection interval. Any bid 
received after the cut-off time is considered to be effective 
for the next block of time, unless a new bid is subsequently 
received from the same Provider that would be applicable to 
the same end user or group of end users (or resellers). The 
protection interval applicable to bids to supply electric 
power, for example, is needed to permit all of the following 
actions to take place prior to the bid starting time: (i) 
processing of the bid information by the Moderator and 
transmission to the relevant control compute^ (ii) selection 
of the winning bidder by the appropriate control computer 
and transmission of that selection back to the Moderator; 
(iii) the subsequent transmission of a selection notification to 
the selected Provider (or its associated adjunct computer) 
and, perhaps, to the DISCO serving the applicable end user 
or group of end users; and (iv) the scheduling of the power 
to be delivered by the selected Provider with the power grid 
controller(s) between the point of the Provider's generating 
facility (or the point at which the Provider takes title to any 
purchased power to be delivered to the end user) and the grid 
interface of the end user"s DISCO. For example, if one hour 
blocks of time are auctioned, a 30 to 60 minute protection 
interval may be appropriate The protection interval appli- 
cable to bids to supply natural gas may be much longer due 
to the relatively slow speed at which natural gas can be 
transported (when compared to that for newly-generated 
electric power) .(b) Providers are permitted to submit bids for 
any time interval by specifying a start time and a termination 
time. However, no bid can be effective before a protection 
time interval specified by the bidding service provider. The 
Moderator provides confirmation of received bids back to 
the Provider if the data link from the Moderator to the 
Providers is provided with a selective messaging capabili- 
ty .(c) Providers may be permitted to enter default bids for 
any block of time for which they transmit no other bid .(d) As 
a fail-safe mechanism, to avoid use of old bids that have not 
been changed due to communication failure, the Moderator 
may impose a rule setting a time limit (a fail-safe protection 
time) to the applicability of any bid. At the expiration of the 
time limit, the expired bid could default to a preset default 
bid or to no bid. Such a rule could also be built into a 
Provider'^s adjunct computer to protect against a failure in 
the Moderator-to-Provider data linkJn formulating a bid, a 
Provider will typically need to know the location of the end 
user^s facility to which energy will ultimately be delivered. 
More particularly, in most cases a Provider must know in 
which DISCCs service area the end user^s facility is 
located and, perhaps^ in which specific section of the DIS- 
CCs service area that facility is situated. Under most 
electric power deregulation efforts to date, for example, a 
Provider will be required to pay open access transmission 
fees to transport its power from its point of generation (or the 
point at which the Provider took title to the power, if it was 
purchased in the wholesale market) to the interface at which 
the end user^s DISCO accepts power from outside suppliers. 
For the last leg of the transmission path, from the DISCO'^s 
outside interface to the specific section of the DISCO^s 
power grid within which the end user is located, the provider 
will generally be required to pay a retail wheeling fee to the 
DISCO. This fee may vary depending on which specific 
section of the DISCO's power grid is the destination for the 
power to be delivered by the Provider. All of these trans- 



mission and wheeling charges would be expected to be 
incorporated in any bid submitted by a Provider to the 
Moderator. For end users with facilities at more than one 
location (and, perhaps, situated in different DISCOs" service 
areas), the Moderator can acconunodate the submission of 
composite bids by Providers, formulated by the bidders to 
cover some or all of such locations.To give bidders more 
precise data on which to base their bids, the Moderator can 
provide bidders with historical usage profile information for 
participating end useis or groups of end users. The Mod- 
erator can update such historical information on a continuing 
basis to assure bidders they have current and reliable data. 
An end user who is a new subscriber to EAS may be required 
to furnish the Moderator with at least 30 days and as much 
as 24 months of historical usage data before the Moderator 
permits that end user to participate in the auction. Depending 
on the transmission and computer technologies used, trans- 
missions by the Moderator (or the applicable control com- 
puter) to the Providers could also be accomplished by, for 
example, posting the historical usage profile information on 
an Internet website, bulletin board system or other similar 
facility, making them available for retrieval by all Provid- 
ers.The trananission of bidding data from the Moderator to 
each of the Providers is essential for the auction to function 
most effectively. This feedback permits the Providers to 
adjust their own bids for any particular end user or group of 
end users in view of other Providers" bids for that same end 
user or group. In a block of time bidding scheme, this 
transmission may take place, in different service offerings, 
either before or after the bid cutoff time for a given block of 
time. If transmitted before the cutoff time, the Providers 
have an opportunity, up to the cutoff time, to adjust their bids 
for that block of time. If the service is arranged for trans- 
mission of such data back to the Providers after the cutoff 
time, the Providers can adjust their bids for the next or 
subsequent blocks of time. If the bids arc transmitted back 
to the Providers after the cutoff time but before the bid's 
effective time, the Providers would be able to manage their 
power generation, gas production and/or energy provision- 
ing activities to take accoimt of that time intervales bid 
stmcture. The bids can be adjusted to be higher or lower, 
depending on whether the Provider wishes to further encour- 
age or discourage additional energy delivery commitments. 
The Provider may wish to reduce its bid, for example, to 
stimulate additional delivery commitments or increase its 
bid to discourage additional commitments. Depending on 
the transmission and computer technologies used, transmis- 
sions by the Moderator (or the applicable control computer) 
to the Providers could also be accomplished, for example, by 
posting the bids on an Internet website, bulletin board 
system or other similar facility, making them available for 
retrieval by all Provider5.Depending on the particular imple- 
mentation of the auction, it may be appropriate to transmit 
all recehred bids to all Providers. However, each Provider's 
own bids need not always be transmitted back to it and there 
may be Providers who focus, for example, on certain deliv- 
ery destinations or certain classes of end users (or resellers) 
and are not interested in seeing bids from Providers serving 
other delivery destinations or end users (or resellers). In any 
event, at least a portion of the bids are transmitted to at least 
a portion of the Providers in order to implement an auction- 
.The bid information being transmitted between the Mod- 
erator and the I^oviders is sensitive business information 
and may need, under various circumstances, to be encrypted. 
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Depending on how (be service is arranged, there may be a 
need to protect the privacy of bids from interception by other 
participating Providers or firom interception by non-partici- " 
pating Providers. Some of the most sensitive information 
would be bid information sent from the Provideis to the 
Moderator and bid confirmation messages from the Mod- 
erator to the Providers. Some less sensitive infonnation 
would be the bids trananitted back to participating Providers 
after the cutoff time for a given blodc of time. There are 
several encryption schemes known in the art for such use, 
including the RSAand PGP schemes.To reduce the exposure 
of end users to the potential volatility of prices offered via 
the auction, EAS will allow default Providers to participate. 
If, for example, prices bid in the auction rise above a fixed 
upset price previously agreed to by the default l^rovider, the 
relevant control computer (or the Moderator) will select the 
default Provider as the winning bidder. The Moderator may 
negotiate with one or more Providers to serve as default 
Providers for EAS. In the alternative, an end user or group 
of end users ( or a reseDer) may wish to specify to the 
Moderator that a particular Provider be designated as that 
end uscr"s or reseller's default Provider (e.g., a Provider 
who has entered into a contract with the end user to supply 
a significant portion of that end user^s electric power or 
natural gas needs outside of the auction process).The Mod- 
erator can accommodate end users (and resellers) who wish 
to limit the group of Providers from whom the Moderator 
will evaluate bids when a Provider is to be selected to supply 
energy to such end users (or customers of such resellers). An 
end user (or reseller) may wish to instruct the Moderator (or 
the administrator of the control computer associated with 
such end user) that energy be supplied to that end user only 
by Providers specified by that end user (or reseller). The 
Moderator, in compliance with this instmction, would 
include the bids of only this set of specified Providers when 
generating provider selection data in regard to such end 
users. In the alternative, this instruction by the end user can 
also be implemented at the control computer associated with 
that end userEAS can also accommodate those end tisers or 
resellers who wish to employ a strategy of purchasing power 
or natural gas at the lower of the bid price in the auction or 
the price they agreed to pay a contract Provider under a term 
contract. This contract price would be transmitted by the end 
user or reseller to the Moderator (or the applicable control 
computer) and the Moderator (or control computer) would 
include this contract price among the bids it evaluates when 
generating provider selection data in regard to each such end 
user or reseller. If the contract price is lower than all of the 
other bids, the relevant control computer (or the Moderator) 
would select the contract Provider as the Provider of choice 
for that end user or reseller. If the contract price is higher 
than any of the other bids, the low bidder would be selected 
as the winning Provider. The contract price serves as a 
ceiling while the end user or reseller can still capture the 
benefit of low prices made available via the auction (e.g., at 
night when system-wide demands for power are lower than 
during peak daytime periods). To ensure that this end user or 
reseller can satisfy the volume commitments that would 
likely be part of any attractively-priced contract, the Mod- 
erator could enable this end user or reseller to designate from 
time to time (e.g., during certain peak demand daytime 
hours) that the contract price is to be treated as the low bid 
available to that end user or reseller at that time. At other 
times the Moderator will consider all bids submitted by 



other Providers as well as the contract price. Most bidders 
participating in the auction woiild be expected to supply 
100% of the electric power or natural gas needed by the end 
users for whom these bidders are selected as the current 
Provider. Some bidders, however, may wish to submit bids 
to supply a fixed quantity of power or natural gas to an end 
user or group of end users (or resellers) during a particular 
period of time, rather than commit to supply 100% of the 
power or natural gas this end user needs or actually con- 
sumes. Hie Moderator can accommodate this type of bid by 
prescribing standard units or blocks of power or natural gas 
that Providers can use when formulating such bids. The 
Moderator would consider such bids only for end users (or 
resellers) who wish to participate and only as part of an 
auction process in which the bids compared are those for 
identical units or blocks of power or natural gas. In the event 
that insuflBcienf units or blocks of energy are offered, the 
Moderator could again rely on a default Provider, either for 
100% of the end user's or reseller's energy requirements or 
only for the shortfall needed. An end user or reseller could, 
under this approach, have more than one Provider delivering 
power or natural gas to its facilities (or those of a reseller's 
customers) during the same period of time. For example, a 
large end user with a need for 1000 kilowatts of power 
during every hour between 8:00 a.m. and 6:00 p.m., Monday 
through Friday, elects to participate in EPAS under the above 
unit or power block approach. Four Providers submit bids to 
supply (in order of the lowest-priced bids first) 600, 200, 200 
and 500 kilowatts of power for the period between 9:00 a.m. 
and 10:00 a.m. each day. The relevant control computer (or 
the Moderator) selects the three Providers who bid 600, 200 
and 200, respectively, on the basis of their low bids and the 
amount of power offeredJn another example of the auction 
using units or blocks of power or natural gas, the auction 
rules might specify that only one Provider (and, perhaps^ a 
default Provider to cover any shortfall) will be selected for 
each end user or reseller from among those bidding to supply 
blocks of power. In that event, in order to make its selection 
of a Provider for each end user or reseller, the control 
computer (or the Moderator) would only consider bids to 
supply blocks of power or natural gas of sufScient size to 
fulfill 100% of the end user^s or reseller's projected power 
or natural gas requirements or, at the election of the end user 
or reseller, some lesser quantity of power or natural gas 
previously specified by the end user or reseller, with the 
shortfall to be covered by the default Provider. Under a 
block bidding approach, the end user or reseller would likely 
be committed to a take-or-pay obligation with each of the 
partial Providers, including the default Provider covering 
any shortfall. Because electric power is fungible, as is 
natural gas, the end user's meter would not be able to 
distinguish whether the electric power or natural gas sup- 
plied by one Provider was consumed in its entirety while 
another Provider''s supply was not. This unit or block 
approach would probably be practical only for those large 
users or resellers who can control with some precision how 
much power or natural gas they (or their end user customers, 
if a reseller) consume at any time or have highly predictable 
usage profiles on a recurring basis.If a Provider is selected 
as the winning bidder, the Provider will be responsible to 
schedule the delivery of its power or natural gas to the end 
user's DISCO during the period stipulated. For example, 
such a selected Provider of electric power will notify the 
regional grid controllers of the utility grids between the 
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provider''s point of generation, and the grid interface of the 
end iiser"s DISCO that the Provider intends to ship power 
over their power grids. The Provider will likely aggregate 
the quantity of power it needs to deliver to each DISCO for 
the Provider's end users in that DISCO^s service area and 
arrange for its delivery as part of the same scheduling 
activity. Resellers, traders and brokers are constantly 
engaged today in scheduling power and natural gas deliv- 
eries as part of their routine daily activities in the wholesale 
electric power market.Monitoring Usage - Feedback to 
ProvidersOoce the Provider has been selected, the Modera- 
tor (or applicable control computer) can monitor the actual 
energy consumed by each end user by collecting meter 
readings from the meter or meters at the end user's facilities. 
Most meters with remote reading capability today can 
transmit usage reports to the Moderator every 15 minutes, if 
necessary. Industry experts expect meters to be available 
soon that will enable almost continuous (i.e., near real time) 
reporting of energy consumption. Depending on the type of 
end user or reseller and the needs of the Provider (and, 
perhaps, the end user"s DISCO), the frequency at which 
actual usage reports should be fed back to the selected 
Provider or DISCO will vary. For example, very large users 
of electric power can create temporary imbalances in the 
local power grid and contribute to meaningful fluctuations in 
the aggregate amount of power required to be supplied by a 
selected Provider to meet the needs of all of its customers in 
a particular service area. The DISCO for that end user will 
also want to obtain timely usage information in order to 
manage such imbalances on its local grid effectively. Fre- 
quent meter readings would be desirable for this type of 
customer. On the other hand, residential customers as a 
group have fairly predictable usage profile patterns and 
would require much less frequent monitoring. The Modera- 
tor will process and transmit such actual usage reports at 
such frequencies as are specified in the auction rules, with 
reasonable exceptions accommodated at the request of the 
selected Provider or DISCO. In addition, to facilitate such 
end user"s or reseller"s energy management efforts, the 
Moderator (or applicable control computer) can also trans- 
mit actual energy usage data (with or without current infor- 
mation on bid prices) on a periodic basis back to the end user 
or reseller (to be received by the end user^s meter or such 
other terminal equipment as the end user or reseller may 
designate) or, in the alternative, the Moderator (or applicable 
control computer) can transmit such data to an electronic 
mail address or Internet website designated by the end user 
or reseller.When meter readings are received by the Mod- 
erator or applicable control computer, as the case may be, it 
will process the actual energy usage data collected, first 
sorting it by end user (and, if appropriate, by reseller) and 
then, perhaps, aggregating this data by Provider for each 
delivery destination this Provider serves. A delivery desti- 
nation for power may be the grid interface at which the end 
user^s DISCO accepts power firom outside suppliers or the 
section of the power grid within the -DISCO's service area 
in which the end user is located or at the grid interface 
designated by the reseller, if applicable. A delivery destina- 
tion for natural gas may be the interface on its regional 
pipeline network at which it accepts natural gas firom outside 
suppliers. The Moderator can then transmit to each Provider 
the applicable aggregated usage data (as well as usage data 
on individual end users or groups of end users or resellers) 
if the Provider so elects. Relying on this energy usage data. 



the Provider can determine whether to increase or decrease 
the aggregate amount of power or natural gas it delivers to 
each deUvery destination. The more frequent the energy 
usage feedback fi-om the Moderator, the more eflScient the 
Provider can become, eventually optimizing its generating 
or production capacity and/or energy provisioning activities 
(i.e., its buying and selling of power or natural gas in the 
wholesale markets).For those end users without remotely- 
readable meters, the Moderator will be unable to collect 
periodic reports of actual energy usage more often than once 
a month, typically, imless more frequent on-site visits are 
sdieduled than is generally the practice in the industry today. 
Feedback from these reports, once they are processed by the 
Moderator, will be transmitted to the applicable Provider on 
the same monthly basis. As a result. Providers will be more 
limited in their ability to react in response to such feedbadc 
by adjusting the quantity of electric power or natural gas 
they supply at any time to the power grid or gas pipeline 
network, respectively, of the end user''s DISCO. Providers 
will have fewer opportunities to make optional and efficient 
use of their generating or production capacity and/or energy 
provisioning activities. In contrast, if these end users were to 
install remotely-readable meters, the Moderator could col- 
lect meter readings once an hour (or more frequently, if 
desired) and feed back the processed data to the respective 
Provider shortly after receiving it, permitting Providers to 
make frequent adjustments in the amount of power or 
natural gas supplied, optimizing their capacity and provi- 
sioning activities on a continuing basis. End users with such 
remotely-readable meters should be more attractive custom- 
ers for Providers and, as a result, realize economic benefits 
not offered to other end users.As deregulation progresses, 
state PUCs will determine whether any DISCOs will retain 
their monopoly over meter reading. The California PUC has 
already indicated that electric power DISCOs in that state 
will lose their exclusive right to read end user's meters. It 
appears increasingly likely that most state PUCs will reach 
a similar conclusion in order to give new Providers a 
reasonable chance to compete with the incumbent utility 
(since, in most states, each DISCO will be affiliated with its 
own power generating entity as a direct competitor to other 
Providers). However, in those states in which DISCOs retain 
their meter-reading monopoly, the Moderator may arrange 
with the DISCO for periodic transmissions to the Moderator 
of actual energy usage data collected firom the meter of each 
end user subscribing to EAS. In a similar fashion, in those 
states where the PUC will permit third-party meter reading 
service entities (independent of the DISCO or any of the 
Providers) to read end users" meters, the Moderator may 
arrange with this third-party service to obtain actual energy 
usage data for each EAS subscriber. In the alternative, the 
applicable DISCO or third-party meter reading service entity 
may transmit these periodic usage reports directly to the 
applicable Providers with copies, perhaps, transmitted to the 
Moderator.In those jurisdictions where the DISCO does not 
read the meters of EAS subscribecs, the Moderator can 
provide the DISCO with meaningful usage data feedback to 
enable the DISCO to manage its local power grid or gas 
pipeline network efficiently. The Moderator can process the 
meter reading data it receives from other sources (e.g., 
remotely-readable meters transmitting energy usage data 
directly to the Moderator or the applicable control computer 
or third-party meter reading services transmitting the results 
of their readings to the Moderator's adjunct computer) and 
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traosmit to the DISCO periodic reports of actual enei^y 
usage by each end user or group of end users (or resellers) 
in the DISCO "s service area, sorted by their respective 
Providers. The Moderator may also transmit to the DISCO 
such eneigy usage data for all end users and/or resellers in 
the aggregate (or any portion thereof) in that DISCO^s 
service area, without sorting such end users or resellers by 
their respective Providers. BillingBilling under this dis- 
closed invention could be handled, for example, by one of 
three methods: (i) by the Moderator applying the historical 
bid data to the energy used by each end user or group of end 
users served by a reseller), as recorded by the meter of such 
end user, without necessarily requiring the participation of 
the end user^s DISCO in the billing process, (ii) by the 
DISCO reporting the energy usage data of eadi end user to 
the Moderator (if the DISCO performs meter readings for 
end users who are EAS subscribers or customers of a reseller 
participating in EAS), and the Moderator then creating a bill 
by applying the appropriate bid rates to the quantities of 
energy used while those bids applied, sorted by the selected 
Providers, or (iii) by the Moderator supplying historical bid 
data to the DISCO^s billing computer for the period coin- 
ciding with the end user"s or reseller's billing cycle, and the 
Disco's billing computer then creating a biU by applying 
the appropriate bid rates to the quantities of energy used 
while those bids applied, sorted by the selected Providers. A 
third-party meter reading service entity instead of the 
DISCO could collect energy usage data and transmit that 
usage data to the Moderator for the Moderator to create a bill 
for each end user or reseller. In the alternative, the third- 
party meter reading service could use the energy usagp data 
it collects, together with the Moderator's historical bid data, 
to create such a bill.Under one such method, the Moderator 
(or applicable control computer) will receive actual eneigy 
usage reports from each end user'^s meter on a periodic basis, 
as part of the Moderator's role as an intermediary between 
end users (or resellers) and Providers (and, pertiaps to some 
extent, between end users and their local DISCO). These 
meter reading reports will provide the Moderator with the 
quantity of electric power or natural gas actually consumed 
by the end user diuing each period measured and recorded 
by the meter. Periods as short as 15 minutes (and even 
shorter in the future) can be measured by meters with 
time-of-use features. Such meters will enable the Moderator 
to determine the precise amount of power or natural gas 
supphed to an end user by each of many Providers during the 
same bilhng cycle. For end users without lime-of-use meters 
today (Le., many small businesses and most residential 
customers), the Moderator can employ usage profiling to 
estimate actual energy usage from period to period (e.g., 
hourly).Bid information submitted by participating Provid- 
ers to the Moderator in the coiu^ of the auction will be 
stored for a period of time by the Moderator in its database 
(or that of an associated adjunct computer). The Moderator 
will also record and store in its database the identity of the 
Provider(s) selected to supply power or natural gas to each 
end user or group of end users during any billing cycle.With 
the relevant bid price of the selected Provider and the actual 
energy usage data for the period this Provider supplied 
power or natural gas to an end user (or to customers served 
by a reseller), the Moderator can prepare a billing statement 
for that end user (or reseller) and each of its Providers during 
a billing cycle. Interim statements, covering any period 
within the billing cycle, can also be prepared by the Mod- 



erator. Billing statements, whether for the entire billing cycle 
or any interim periods, can be transmitted by the Moderator 
to the end user (or reseller) or the applicable Provider (or an 
adjunct computer associated with the Provider's billing 
system).Some IVoviders may wish to prepare and deliver 
their own billing statement for each end user or reseller, 
assuming the end user or reseller is willing to bear the 
inconvenience of multiple bills for electric power, for 
example, covering the same monthly billing cycle (i.e., if 
more than one Provider supplies power to this end user or 
reseller during that month). Using the energy usage data 
collected by the Moderator (or DISCO) for each end user (or 
group of end users served by a reseller) and transmitted 
periodically to the Provider, that Provider could apply its 
appropriate bid rate to such actual iisage in order to render 
a bill for each such end user or reseller. As an alternative that 
most end users or resellers would likely find more palatable, 
the Moderator can install data links or electronic interfaces 
between such Providers" billing systems and the Modera- 
tor's billing computer, enabling each Provider to trananit 
billing information it prepared for each end user or reseller 
to the Moderator. After receiving such billing data from each 
Provider, the Moderator's billing computer can collate the 
Providers' data into a single integrated bill for the end user 
or reseller.The end user's DISCO may continue basing its 
tariffed service charges to end users on the total quantity of 
power or natural gas consumed during the billing cyde and, 
for larger customers, the peak demand for power or natural 
gas from each customer. If the Moderator or applicable 
control oomputei(instead of the DISCO) is collecting actual 
usage data from end users' meters, the Moderator can 
transmit regular reports to the DISCO lowing actual eneigy 
usage for any period measured by each end user's meter, 
including both the total energy consumed during the billing 
cycle (or such other period requested by the DISCO) and the 
peak demand for power or natural gas from the end user, on 
an average or absolute basis.Under most states' deregulation 
plans, as described above; PUCs are expected to give 
Providers the right to read meters directly and not be 
required to depend on the local DISCO to perform this 
Unction. In addition, some states are expected to permit 
independent firms to provide meter reading and billing 
services to Providers, end users and DISCOs. The Modera- 
tor could collect actual energy usage reports from sudi 
third-party service entities and prepare billing statements for 
each end user or reseller and each of the selected Providers 
supplying power or natural gas to that end user (or the group 
of end users served by that reseller) during a billing cycle. 
Interim statements could also be prepared by the Moderator. 
In either case, the Moderator could transmit such billing 
statements to Providers, the end user or reseller and, if 
necessary, the end iiser's DISCO. In any jurisdiction where 
the PUC or other regulatory authority permits the DISCO to 
retain the exclusive right to read end users' meters, the 
Moderator will arrange to receive the relevant meter reading 
data from the DISCO. To produce a billing statement for 
each end user and the applicable Provider, the Moderator can 
process the usage data received from the DISCO and match 
it up with the selected Providers' appropriate bid data stored 
in the Moderator's database. Again, the Moderator can 
transmit billing statements to the end user or reseller and 
each of the selected Providers. Such statements can cover 
the entire billing cycle or any interim period. For the 
convenience of end users or resellers, the Moderator can 
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prepare a billing statement that consolidates all of the end 
iiser"s electric power or natural gas consumption (or, if for 
a reseller, covering all of the end users served by that 
reseller) for the billing cycle and all of the charges levied 
during that period by all of the selected Providers for that 
end user or reseller (i.e., with one bill for electric power and 
another for natural gas). Each Provider would receive firom 
the Moderator only the portion of this billing statement that 
related to the power or natural gas supplied by that Pro> 
vider.To facilitate the entry of an end user or reseller (in 
either case a Buyer) into a forward delivery transaction with 
a Provider (or a reseller of another Provider's energy 
supplies or services), the Moderator will accommodate 
requests for future energy supply or services (an RFS) from 
a Buyer. A forward delivery transaction is a purchase trans- 
action in which a Buyer and a Provider (or a reseller of 
another Provider's energy supplies or services) agree on all 
material terms of the transaction at the time that transaction 
is entered into, but delivery by the Provider of the energy 
supply or service purchased by the Buyer is scheduled for a 
future time. That future delivery may be set for any specific 
delivery time in the future (for example, seconds, minutes, 
hoiu-s, days, weeks, months or years, or any combination 
thereof, after the time the transaction was entered into by the 
parties). In the context of this application, delivery means 
the Provider has made available to the Buyer, either via a 
direct or indirect transmission by the Provider to an appro- 
priate interface with the local energy grid or pipeline ser- 
vicing the premises equipment of the Buyer (or, if the Buyer 
is a reseller, to the designated interface with the grid or 
pipeline serving the reseller's end user customers) or some 
other interface specified by the Buyer, such purchase having 
occurred at the time the terms of the transaction (under 
which delivery is being made) were agreed to by the Buyer 
and the Provider.Figures 1 and 7 illustrate exemplary sys- 
tems for carrying out the herein disclosed forward delivery 
transaction process. A Buyer formulates an RFS and the 
Buyer's computer 85,86 transmits this RFS to the control 
computer 8 associated with this Buyer over a data link or 
other telecommunications facility 87, and from the control 
computer to the Moderator 1 over data link 7, as illustrated 
in Figure 1. The Buyer's computer 85,86 can, in the 
ahemative as illustrated in Figure 7, transmit the RFS 
direcdy to the Moderator via data link 88 and the Moderator 
can incorporate any or all of the functions of the control 
computer. In order to provide the control computer and/or 
the Moderator with sufficient information to process the 
RFS, the Buyer enters the information describing the RFS on 
a software-derived template including, for example, the 
delivery destination of the energy to be supplied. This 
template may reside, for example, on a computer bulletin 
board or website maintained by the Moderator (or the 
applicable control computer) and accessible to Buyer.The 
software-derived template may call for such things as: (i) the 
relevant future period for which service is being requested 
(e.g., one or more specific hours, days, weeks or months, or 
any combination thereoQ, (ii) the quantity of energy 
required (e.g., kilowatt hours, megawatt hom^ cubic feet, 
etc.), (iii) any minimum quality criteria, (iv) the Buyer's 
load profile, perhaps with historical energy usage informa- 
tion, and/or (v) any other elements necessary to provide 
prospective Providers with a precise description of the future 
energy supplies or services the Buyer is requesting and the 
specific delivery criteria required by the Buyer.In many 



cases, the Buyer may wish to include in the RFS the 
maximimi price it is willing to pay a Provider for the energy 
supply or service requested (e.g., per kilowatt hour or 
megawatt hour of electricity or per cubic foot of gas, etc.). 
If the Buyer so specifies, the applicable control computer or 
the Moderator could use this maximum price as part of the 
selection process without necessarily disclosing it to pro- 
spective Providers. If no Providers submit RFS responses 
with prices at or below the Buyer's maximum price, the 
control computer or the Moderator could discard all of the 
responses and let the Buyer decide whether it will increase 
the maximum price and resubmit the RFS, it will abandon 
the RFS process altogether, or it will wait and resubmit the 
RFS again later with its previous maximimi price. Tlje Buyer 
could also be given the opportunity by the control computer 
or the Moderator to accept a price higher than the maximum 
price set by the Buyer as part of the RFS. At any time prior 
to the Buyer's transmission of its RFS to the applicable 
control computer or the Moderator (or as part of such 
transmission) and/or the processing of the RFS by the 
control computer or the Moderator, the Buyer may transmit 
to the control computer or the Moderator a set of decision 
rules applicable to any particular RFS (or group of RFS's) 
or to every RFS submitted by the Buyer to be applied by the 
control computer or the Moderator as part of the Provider 
selection process. For example, if the Buyer wishes to limit 
the group of Providers from whom it is willing to purchase 
energy, the Buyer can communicate that preference to the 
Moderator, either as part of the RFS transmission or as part 
of a previous transmission to the Moderator. In this event the 
Moderator will make the RFS information available only to 
that group of Providers preferred by the Buyer. Responses to 
the RFS from other Providers, if any are inadvertently 
received, will be discarded by the Moderator. Once the 
applicable control computer or the Moderator receives the 
Buyer's RFS, the control computer or the Moderator further 
processes the information submitted and converts the RFS 
into a format that the Moderator can transmit to prospective 
Providers' computers or post on a computer bulletin board 
or website accessible by prospective Providers. This distri- 
bution or posting may occur immediately after the RFS has 
been received and processed by the control computer or the 
Moderator, or at some later time (e.g., according to a 
designated schedule each day). In most cases, we would 
expect that the Moderator wo^ld not reveal the identity of 
the Buyer to the prospective Providers while the RFS is 
pending. Those prospective Ptovideis wisiiing to respond to 
the RFS will each formulate its response, enter it (for 
example) on a software-derived template (which could 
reside in one embodiment on a computer bulletin board or 
website maintained by Moderator and accessible by the 
Provider) and transmit it to the Moderator via data link or 
other shared or dedicated telecommunications facility.£ach 
Provider may be given the opportunity to limit the Ust of 
Buyers to whom the Provider is willing to sell energy 
supplies or services, and/or limit the energy supplies or 
services the Provider is willing to make available to any 
particular Buyer within one or more billing cycles (e.g., to 
reduce the Provider's credit exposure to that Buyer). The 
Moderator and/or each control computer can maintain each 
Provider's list of approved Buyers, with or without appli- 
cable credit or capacity limits. Updates can be transmitted by 
each Provider to the Moderator at periodic intervals. If, for 
any reason, the Buyer's identity is revealed in the RFS 
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information disclosed to protective Providers, each Pro- 
vider can elect whether to respond to the RFS. If a Provider 
were to respond to that RFS, any previous credit or capacity 
limitations imposed by that Provider on that Buyer might be 
deemed set aside, at least for that RFS-related transaction- 
.The Moderator (or the applicable oontrol computer) could 
also compare a Buyer's RFS information to data submitted 
to the Moderator by a prospective Provider before this RFS 
was distributed or posted, assuming the Provider had iodi* 
cated, for example, its available energy supply and the price 
at which it would sell energy to any pre-approved Buyer If 
such a Provider''s available energy supply and pricing 
matched the requirements of a Buyer as specified in the 
Buyer^s RFS, the Moderator (or control computer) could 
inchide this Provider as one of the respondents to the RFS, 
notwithstanding the fact that the Provider did not respond to 
the RFS after it was distributed or posted.As an alternative 
at some time in the future, if and when Providers become 
more comfortable posting data on their available energy 
supplies or services with the Moderator before an RFS is 
posted, the Moderator (or control computer) could use these 
pre-RFS submissions by Providers as the primary or exclu- 
sive source of responses to the RFS .When the Moderator 
distributes or posts an RFS, prospective Providers will 
typically be given a deadline or cut-off time by which they 
must re^ond to the Moderator Any responses received by 
the Moderator after the cut-off time will likely be discarded. 
From among the responses received on a timely basis, the 
applicable control computer or the Moderator selects the 
Provider offering the best economic value to the Buyer, after 
applying the Buyer's decision rules, if any, and any addi- 
tional determination criteria governing like transactions and 
known beforehand by both Buyers and Providers (e.g., 
historical performance by each Provider, sufficiency of 
eneigy supplied by each Provider to the DISCO serving 
Buyers in that region, etc.)To provide Buyers with the 
assurance that at least one Provider will be available to 
supply them with energy at a reasonable price, the control 
computer administrator or the Moderator may arrange for a 
default Provider from whom energy can be obtained under 
any of several scenarios (for example, if the prices offered by 
bidding Providers rise above a ceiling price specified by the 
Buyer).The Buyer can also provide the applicable control 
computer or the Moderator with a decision rule that directs 
the control computer or the Moderator to select a particular 
Provider, regardless of how many other Providers respond to 
the Buyer's RFS or the attractiveness of the economic 
incentives they offer. This approach enables the Buyer to 
purchase its energy needs, for example, from a specific 
Provider with whom the Buyer may have an existing con- 
tract relationship pursuant to which the Buyer is conmiitted 
to purchase from that Provider a certain volume or propor- 
tion of its energy needs. This decision rule may be operative 
based on one or more criteria, for example, time of day, 
quality criteria, destination, etc. In some cases, the Buyer 
may specify a decision rule that a certain Provider is to be 
selected unless prices offered by one or more other Providers 
are substantially better (e.g., 20% lower) than that offered by 
the othenvise preferred Provider. With this flexibility, the 
Buyer can take advantage of attractive prices and other 
benefits offered in the spot market without giving up the 
reliability and price stability offered by a term contract 
relationship with a primary Provider. The control computer 
or the Moderator could then choose the Buyer's primary 



term contract Provider as the selected Provider when appro- 
priate under the decision rales set by Buyer.Once the control 
computer or the Moderator selects a Provider to supply 
energy or services to a Buyer, the Buyer and that Provider 
are so notified by the control computer or the Moderator via 
electronic transaiission. In most cases this may also be the 
point at which the selected Provider first learns the identity 
of the Buyer, unless the Buyer has given the control com- 
puter or the Moderator permission to reveal the Buyer^s 
identity to the Providers as part of the RFS disclosure After 
the selection of the winning Provider has been made, the 
Moderator will transmit, to some or all of the Providers who 
respond to the RFS, at least some of the bidding data 
submitted by responding Providers (most likely without 
revealing the identity of the winning ^ovider or that of the 
Buyer). This feedback will enable the losing Providers to 
adjust their bids on the next RFS distributed to them by the 
Moderator.If the Buyer and all of the prospective Providers 
(within the Buyer''s preferred group of Providers) agree, or 
the rules under which the Moderator operates the bidding 
process so state and the Buyers and Providers still decide to 
participate, the Moderator could provide feedback to all 
bidding Providers of some or all of the prices bid by the 
different Providers in response to any RFS (most likely 
without revealing the identity of the winning Provider or that 
of the Buyer). This feedback would enable the Providers, 
while the bidding for a particular RFS is in progress and 
before a winner is selected, to adjiist their bids and submit 
amended responses to the ModeratorThe Moderator (or the 
control computer) may also provide to the Buyer, before or 
after the Moderator (or control computer) selects the win- 
ning Provider, at least some of the bidding data firom some 
or all of the Providers responding to the Buyer's RFS.Once 
the Moderator (or control computer) has selected a winning 
Provider for the Buyer's RFS, the Moderator (or control 
computer) will transmit all or a portion of the transaction 
information to an Adjunct Computer via data link or other 
dedicated or shared telecommunications facility. This 
Adjunct Computer further processes the transaction infor- 
mation in order to process the energy usage data it receives 
firom the meters of the end users to be supplied by this 
winning Provider.This transmission of processed eneigy 
usage data can be initiated by a query firom the Moderator or 
the applicable oontrol computer to the Adjunct Computer or 
can be downloaded at periodic intervals by the Adjunct 
Computer to the Moderator or the control computer. All of 
the functions of the Adjunct Computer can be performed by 
the Moderator, if use of an adjunct computer is not deemed 
advantageous for any reason.The Moderator and/or the 
control computer can communicate with one or more 
adjunct computers, which each can communicate with one 
or more end user meters. In the alternative, the Moderator 
can conununicate directly with one or more end user meters 
via a data link or other shared or dedicated telecommuni- 
cations facility.Different types of energy services (e.g., 
power quality and other ancillary services) as well as energy 
supplies may be provided by any Provider to any Buyer. The 
term Provider includes any seller or reseller of energy supply 
or services, regardless of whether that seller or reseller owns 
or operates any energy generation, production, transmission 
or distribution equipment or facilities.References herein to 
data links or other shared or dedicated teleoommunicatioos 
facilities may, for example, include any wireline or wireless 
facilities, whether part of the public switched telephone 
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Detwoiky private lines^ the Internet, coaxial cable, electric 
utility power lines, Ethernet or other local area network 
(LAN), metropolitan area network (MAN) or wide area 
network (WAN) conneaions.Some Buyers may elect to 
submit an RFS that includes more than one request for future 
energy supply of services, e.g., one RFS specifying several 
delivery destinations, each with the same or different (i) 
future periods for which energy supply or services are being 
requested, (ii) quantities of energy required, (iii) quality 
criteria, (iv) load profiles at each destination, and/or (v) 
additional energy services to be provided. This composite 
RFS may also be submitted, for example, for the same 
delivery destination, but for different future periods. The 
Buyer may specify a maximum price it is willing to pay a 
Provider for the composite of all the energy supplies and/or 
services it requests in the RFS, or it may specify separate 
maximum prices for each (or any other combination) of the 
elements included in this RFS. Once the control computer or 
the Moderator has selected a winning Provider for the 
Buyer's RFS, the Moderator will transmit (perhaps by way 
of one or more adjunct computers with data links to the 
applicable Providers) selection notifications to the one or 
more Providers from whom the Buyer will purchase the 
energy supplies or services posted in the RFS. The control 
computer or the Moderator can also transmit Provider selec- 
tion notifications to the Buyer informing the Buyer of the 
winning Provider or Providers and any relevant transaction 
information .To facilitate billing activity, the applicable con- 
trol computer or the Moderator could transmit detailed 
information concerning actual energy usage for each Buyer 
to a BUling Computer immediately or at intervals specified 
by the administrator of the control computer, the Moderator 
or the Billing Computer, or by the Buyer or the selected 
Provider. This data, or billing reports derived therefrom, 
could thereafter be transmitted by the Billing Computer to 
the Buyer and/or the winning Provider via data link or other 
telecommunications facility. The functions of the Billing 
Computer could, as an alternative, be performed by the 
Moderator (or the applicable control computer). If hilling for 
the particular purchase transaction entered into by the Buyer 
and the Provider does not require such detailed information 
(e.g., the Buyer purchased a set amount of energy supply for 
a certain future period, without regard to how many kilowatt 
hours are actually used), the Moderator (or control com- 
puter) could facilitate billing activity at any time (before or 
after the future delivery date specified as part of the trans- 
action) and without receiving detailed energy usage data 
from the Buyer^s meter. In this case, the Moderator (or 
control computer) would likely have all the relevant billing 
data as soon as the Buyer and Provider entered into this 
forward delivery purchase transactionDescn/Tfidn of Fig- 
ures and Exemplary EmhodimentsF\%;ar^ 1 shows an exem- 
plary system for carrying out the herein disclosed auction 
process for the provision of electric power or natural gas to 
end users (or resellers) in which a Moderator 1 administers 
the collection and dissemination of bidding information. Hie 
Moderator 1 inchides a computer with a processor and 
memory, together with input and output devices to commu- 
nicate with the Providers" energy management computers 2, 
which are the source of the bidding information. By means 
of these systems, the Providers bid to become the selected 
Provider of electric power or natural gas for an end user or 
group of end users (or resellers). The Providers transmit 
their bids from their energy management computers 2 over 



data links 3, whidi may be either analog (using modems) or 
digital. However, the information is usually transmitted in 
digital form for input into the Moderator. Each Provider has 
an energy management administrator who enters energy 
management instructions into each energy management 
computer 2 through an input port 4 by means, for example, 
of a keyboard or a data Hnk from a remote site or local 
computer. To give Providers more precise data on which to 
base their bids, the Moderator may transmit to Providers via 
data link some historical usage profile information for 
participating end users or groups of end users, particularly if 
an end user or reseller submits a request for future service to 
the Moderator for a substantial quantity of energy to be 
supphed in the future. The Moderator 1 receives the bids, 
processes them in its bidding processor 5 to produce pro- 
vider selection data, and enters both into a database in its 
memory by means of the data buses and registers internal to 
a computer. The bids are sorted according to delivery 
destination within the respective service areas of the DIS- 
COs for subscribing end users. The Moderator 1 processes 
the bids to prioritize them for each delivery destination, 
producing derivative data, including provider selection data. 
This data can reflect, for example, designation of a selected 
Provider and alternate Providers, based on the Providers" 
bids to supply the power or natural gas requirements of each 
end user or group of end users (or resellers). The Moderator 
can also designate a default Provider in the event, for 
example, the Provider selected by the bidding process has no 
additional capacity available. The Moderator 1 transmits the 
derivative data over a data link 7 to a control computer 8 
associated with the end user or set of end users (or resellers) 
for which the submitted bids are applicable.The control 
computer 8 can apply decision rules, formulated and input- 
led by the control computer"s administrator (e.g., the energy 
manager for a very large end user), to the derivative data 
received from the Moderator 1 in order to select a Provider. 
A control computer may be operated by the end user or 
reseller, the end user"s DISCO, or the Moderator (on behalf 
of the end users or resellers associated with that control 
computer). In many cases, end users or resellers may prefer 
to deal directly with the Moderator or may not wish to 
assume the additional expense, if any, arising from the 
installation or operation of a control computer. In that event, 
no control computer would be required. As Ulustrated in 
Figures 7 and 10, the Moderator can perform all the func- 
tions that the control computer would otherwise perform, 
including the selection of a Provider offering the lowest rate 
(or best economic incentive) at that time to each such end 
user or resellerAs illustrated in Figure 1, once the control 
computer 8 selects a Provider for an end user or set of end 
users (or resellers), it transmits a notification of that selec- 
tion to the Moderator via data link 7, or perhaps via data bus 
if the control computer is being operated by the Moderator 

I. Hie Moderator 1 then transmits via data link 3 a selection 
notification to the selected Provider 2 and a specification of 
the estimated energy requirements of the end user or set of 
end users (or resellers) to be served. The Moderator will also 
transmit via data link 9 a copy of such selection notification 
to the DISCO 10 serving the end user or applicable set of end 
users.The Moderator 1, perhaps using an adjunct computer 

II, collects actual energy usage data from the end user's 
meters 12 via the public switched telephone network 13. As 
illustrated in Figures 11 and 12, however, end user meters 12 
may communicate usage data to the Moderator's adjunct 
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computer 11 via the Internet 14 (including posting such 
usage data to a website from which the Moderator's adjunct 
computer can download this data) or via a wireless com- 
munication network 15. Other networks, such as wide-area 
data networks or the commimications facilities of a DIS- 
CO's local power grid, can also be used^An adjunct com- 
puter is known in the art to be a computer, closely associated 
with a primary computer, that provides the primary com- 
puter^'s operating software additional data or operating logic 
to provide the primary computer with additional operational 
capability. In the herein disclosed architecture, an adjunct 
computer 11 can be employed, for example, to collect 
energy usage data from end users" meters 12, process that 
data and transmit such processed data to the Moderator 1, 
each end user's current Provider 2 and the power grid or gas 
pipeline management computer and/or billing computer of 
that end user's DISCO 10. The adjunct computer 11 com- 
municates with the Moderator 1 over a digital data link or 
data bus 16. If the Moderator has enough processing capac- 
ity, the function of the adjunct computer may be incorpo- 
rated in the Moderator's processor and memory, the function 
being implemented in the processor by appropriate software. 
The data link 16 is illustrated as a dedicated transmission 
facility between the Moderator 1 and the adjunct computer 
11. However, any other transmission technology offering a 
selective way to transmit data ftom the Moderator 1 to the 
adjunct computer 11 may be used. (A transmission facility is 
a telecommunication path or channel. It may be, for 
example, a wired link, a radio channel in a wireless system, 
or a time slot in a digitally multiplexed optical transmission 
sy5tem).A computer adjunct to the computer system used by 
a Provider and/or a DISCO to record and store the meter 
reading data for all of the Provider's and/or DISCO's end 
user customers (or perhaps belonging to an independent 
meter reading service entity performing this function in 
place of the DISCO) can also be employed to receive from 
the Moderator 1 or its adjunct computer 11, via data link 17, 
18, the meter reading data, measured by each end user's 
meter 12. The Moderator 1 also transmits at least a portion 
of the received bids to the energy network management 
computers 2 (or associated adjunct computers) of Providers 
over data links 3. There are many transmission technologies 
available to transmit this bid data to the Providers, including 
dedicated bidirectional links between the Moderator and 
each Provider.The data inputs and outputs of the Moderator 
1, the control computers 8, the various adjunct computers, 
the energy network management computers 2, the end users" 
meters 12 and the DISCO"s power grid or gas pipeline 
management and/or billing computers 10 are implemented 
by such devices as interfaces, registers and modems that are 
well known in the art.Figure 2 illustrates a system archi- 
tecture in which the Providers' energy management com- 
puters 2 submit bids and receive data transmissions from the 
Moderator 1 over dedicated conununications links 19. The 
control computer 8 receives rate information and/or provider 
selection data and transmits Provider selection notifications 
to the Moderator 1 over dedicated data links 20. The 
Moderator can transmit such a notification to the apphcable 
Provider 2 over dedicated link 19 and to the applicable 
Disco's power grid or pipeline management and/or billing 
computer 10 over shared data link 9.Figure 3 illustrates a 
system architecture in which data commimications between 
the Moderator 1 and the Providers 2, between the Moderator 
and the control computers 8, and between the Moderator and 



the DISCOs 10 are carried over shared data links 21, 22, 23, 
24, 25, 26 in each respective case. This could be accom- 
plished, for example, by many known local area network 
(LAN), metropolitan area network (MAN), and wide area 
network (WAN) tecbnologies.Figure 4 ilhistrates an exem- 
plary method of the herein disclosed invention in which 
Providers formulate bids and transmit these bids 28 to the 
Moderator. Upon receiving such bids 29, the Moderator 
processes the bids to detennine which bids apply to which 
set of end users associated with each control computer 30, 
prioritizes the bids by, for example, listing the lowest bid 
first (and then the next lowest and so on) and generates 
provider selection data 31. The Moderator then transmits 32 
rate information and/or provider selection data to each 
applicable control computer. After some initial processing of 
the bids received, the Moderator also transmits 33 at least a 
portion of the received bid information to competing Pro- 
viders.The control computer receives from the Moderator 
the rate information and/or provider selection data, applies 
decision rules, if any, that the control computer administra- 
tor has inputted, and selects 34 a Provider for each set of end 
users this control computer serves. Ibe control computer 
transmits 35 to the Moderator a notification identifying the 
Provider that has been selected, together with a specification 
of the estimated energy requirements for the set of end users 
tius Provider will supply. The Moderator, in turn, vnH 
transmit 36 this information to a computer 37 associated 
with the selected Provider's energy network management 
computer and, perhaps, to the power grid or gas pipeline 
management and/or billing computer 38 of the DISCO that 
serves as the local energy distribution company for the set of 
end users to be supplied by the selected ProviderFigures 5 
and 6 illustrate an exemplary system and method of the 
invention in which the control computers 8 transmit Pro- 
vider selection notifications and specifications of estimated 
energy requirements directly to the selected Providers via 
data links 39 over an appropriate transmission system 40, 41 
to each Provider 2. Figure 6 also shows that the control 
computer may transmit 42 Provider selection notifications 
and energy specification data directly to the applicable 
DISCOs as well.Figures 7, 8, 9 and 10 illustrate an exem- 
plary system and method of the invention in which the 
Moderator 1 incorporates all of the functions of the control 
computers. As a result, no control computers are needed in 
this system architecture. The Moderator selects the Provider 
for each end user or set of end users (or resellers), as 
illustrated in Figure 10. The Moderator then notifies the 
selected Provider and the applicable DISCO of this Provider 
selection and transmits to the selected Provider and the 
applicable DISCO energy specification data for each end 
user or set of end users to be served. In Figure 7, shared data 
links are used for communication between the Moderator 
and the end users (or resellers). In Figure 8, the Moderator 
communicates with Providers and DISCOs via dedicated 
data links 19 and 43, respectively. In Figure 9, shared data 
links 3 and 9 are used for coomiunicatioo between the 
Moderator 1 and the Providers and between the Moderator 
1 and the DISCO lO.Figure 13 illustrates an exemplary 
system of the invention in which energy usage is collected 
from end user meters 12 by the meter reading department 44 
of the DISCO serving as the local energy distribution 
company for such end users. Transmission of such collected 
meter reading data by the DISCO to the Moderator's adjunct 
computer 11 may be accomplished by any of several wired 
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or wireless teleoommumcatioiis technologies well known in 
the art^Figure 14 ilhistrates the same exemplary system a& 
Figure 13, with the exception that, instead of the meter 
reading department of the applicable DISCO collecting 
usage data from end user meters, that function is performed 
by a third-party meter reading service 45 (independent of the 
DISCO).'nie Moderator, by means of a billing processor, 
can prepare a billing statement for each end user or reseller 
and transmit such statement via data link to the selected 
Provider for that end user or reseller This billing processor 
receives from the Moderator''s adjunct computer, via data 
link or data bus, processed meter reading data (including 
actual energy usage data) for each end user. By accessing the 
Moderator's database, the billing processor obtains the 
stored bid information for the bidder selected by the Mod- 
erator as the end user's or reseller's Provider during the 
period of time for which energy usage was measured by the 
end user's meter (or the meters of end users served by 
resellers). The billing processor matches this information 
with the processed meter reading data for that end user or 
reseller and creates a biUing statement .As illustrated in 
Figure 15, the Moderator's adjunct computer 46 collects 
meter reading data from each end user being served and 
correlates 47 that usage data with the historical bid data of 
each of the Providers that were selected to serve this end 
user during various periods over the biUing cycle. As a result 
of this processing, the Moderator can generate a bill for each 
end user (or the applicable reseller, if any) .Figure 16 illus- 
trates an alternative bill generation approach, in which the 
DISCO serving the applicable end user can generate a bill 
for that end user (or applicable reseller, if any) if the DISCO 
is responsible for collecting usage data 48 from end user 
meters. In this exemplary system, the Moderator transmits 
49 to the applicable DISCO the historical bid data of each of 
the Providers that were selected to serve this end user during 
various periods over the billing cycle. The DISCO can 
correlate 50 this bid information with the meter reading data 
it collected from this end user's meter during the billing 
cycle in order to generate 51 a bill for this end user (or an 
applicable reseller, if any). 

Claims 

1. 13 1.A method for creating an automated bidding 
process among energy Providers for the benefit of a set of 
end users served by a first DISCO, in which a moderating 
computer collects bids from each Provider of a plurality of 
energy Providers, processes the bids and designates at least 
one Provider of the plurality of energy Providers to provide 
electric power to the set of end users, based on an economic 
choice in accordance with auction rules, wherein the method 
comprises: a.in the moderating computer, receiving bids to 
provide at least one standard unit or block of electric power 
to the set of end users, processing the bids in accordance 
with the auction rules to produce processed bid data, and 
storing the bids and the processed bid data in a data base of 
the moderating computer as first DISCO data; b.io the 
moderating computer, transmitting at least a portion of the 
first DISCO data to at least a portion of the plurality of 
energy Providers; and cin the moderating computer, desig- 
nating at least one Provider of the plurality of energy 
Providers to provide electric power to the set of end users, 
with each designated Provider to supply at least a portion of 
the electric power to be used by the set of end users at at least 
one end-user facility during at least a portion of a specific 
future time interval. 2.A method of Claim 1 in which the 



moderating computer designates at least two Providers of 
the plurality of energy Providers to provide electric power to 
the set of end users, with each designated Provider to supply 
at least a portion of the electric power to be used by the set 
of end users at at least one end-user facility during the 
specific future time interval. 3.A method of Claim 1 in which 
the designated Providers, when their respective commit- 
ments are summed, are committed to provide the electric 
power required to supply 100% of the energy needs of the 
set of end usersretumFillretumFill. 4.A method of Claim 1 
in which the auction rules include bid formulation require- 
ments specifying the required elements that must be 
reflected in the bid for the moderating computer to consider 
the bid valid. 5 A method of Claim 4 in which the moder- 
ating computer transmits at least a portion of the auction 
rules to at least a portion of the plurality of energy Providers. 
6A method of Claim 4 in whidi the bid formulation 
requirements specify that all bids indicate the quantity of 
standard units or blocks of electric power each Provider will 
provide, at a specific price, to the set of end users. 7A 
method of Claim 1 comprising, in the moderating computer, 
receiving decision rules from an administrator associated 
with the moderating computer or from the set of end users, 
processing at least a portion of the first DISCO data and the 
decision rules, and designating at least a first designated 
Provider for the provision of electric power to the set of end 
users. method of Claim 1 in which the moderating 
computer transmits at least a portion of the first DISCO data 
to at least a portion of the plurality of energy Providers 
subsequent to designating at least a first designated Provider 
to provide electric power to the set of end users. 9.A method 
of Qaim 1 in which at least a first designated Provider is 
designated by the moderating computer as a default Provider 
or a contract Provider. 10 A method of Claim 1 in which at 
least one adjunct computer performs at least a portion of the 
processing and commimications functions of the moderating 
computer. 11 A method for creating an automated bidding 
process among energy Providers for the benefit of a set of 
end users served by a first DISCO, in which a moderating 
computer collects bids from each Provider of a plurality of 
energy Providers, processes the bids and designates at least 
one Provider of the plurality of energy Providers to provide 
electric power to the set of end users, based on an economic 
choice in accordance with auction rules, wherein the method 
comprises: a.in the moderating computer, receiving bids to 
provide at least one standard unit or block of electric power 
to the set of end users, processing the bids in accordance 
with the auction rules to produce processed bid data, and 
storing the bids and the processed bid data in a data base of 
the moderating computer as first DISCO data; b.in the 
moderating computer, transmitting at least a portion of the 
first DISCO data to at least a portion of the plurality of 
energy Providers; cin the moderating computer, designating 
at least one Provider of the plurality of energy Providers to 
provide electric power to the set of end users, with each 
designated Provider to supply at least a portion of the 
electric power to be used by the set of end users at at least 
one end-user facility during at least a portion of a specific 
fiiture time interval; and d.in the moderating computer, or in 
the first DISCO, or in an independent meter reading service 
entity, transmitting periodic usage reports associated with 
the set of end users to at least a first designated Provider. 
12 A method of Gaim 11 in which the moderating computer 
designates at least two Providers of the plurality of energy 
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Providers to provide electric power to the set of end users, 
with each designated Provider to supply at least a portion of 
the electric power to be used by the set of end users at at least 
one end-user facility during the specific future time interval. 
13 A method of Claim 11 io which the designated Providers, 
when their respective commitments are summed, are com- 
mitted to provide the electric power required to supply 100% 
of the energy needs of the set of end users. 14 A method of 
Claim 11 in which the auction rules include bid formulation 
requirements specifying the required elements that must be 
reflected in the bid for the moderating computer to consider 
the bid valid. 15.A method of Claim 14 in which the 
moderating computer transmits at least a portion of the 
auction rules to at least a portion of the plurality of energy 
Providers. 16A method of Claim 14 in which the bid 
formulation requirements specify that all bids indicate the 
quantity of standard units or blocks of electric power each 
Provider will provide, at a specific price, to the set of end 
users. 17 A method of Claim 11 in which the moderating 
computer transmits historical energy usage data associated 
with the set of end users to at least a portion of the plurality 
of energy providers. 18A method of Claim 11 comprising, 
in the moderating computer, receiving decision rules fiom 
an administrator associated with the moderating computer or 
from the set of end users, processing at least a portion of the 
first DISCO data and the decision rules, and designating at 
least a first designated Provider for the provision of electric 
power to the set of end users. 19A method of Claim llin 
which the moderating computer transmits at least a portion 
of the first DISCO data to at least a portion of the pliu'ality 
of energy Providers subsequent to designating at least a first 
designated Provider to provide electric power to the set of 
end users. 20.A method of Claim 11 in which at least one 
adjunct computer performs at least a portion of the process- 
ing and communications functions of the moderating com- 
puter. 21A method for creating an automated bidding pro- 
cess among energy Providers for the benefit of a set of end 
users served by a first DISCO, in which a moderating 
computer collects bids firom each Provider of a plurality of 
energy Providers, processes the bids and communicates with 
a first control computer, thereby enabling the first control 
computer to designate at least two Providers of the plurality 
of energy Providers to provide electric power to the set of 
end users, based on an economic choice in accordance with 
auction rules, wherein the method comprises: a.in the mod- 
erating computer, receiving bids to provide at least one 
standard unit or block of electric power to the set of end 
users, processing the bids in accordance with the auction 
rules to produce processed bid data, and storing the bids and 
the processed bid data in a data base of the moderating 
computer as first DISCO data; bin the moderating computer, 
transmitting at least a portion of the first DISCO data to the 
first control computer; c.in the moderating computer or the 
first control computer, transmitting at least a portion of the 
first DISCO data to at least a portion of the plurafity of 
energy Providers; and d.in the first control computer, des- 
ignating at least two Providers of the plurality of energy 
Providers to provide electric power to the set of end users, 
with each designated Provider to supply at least a portion of 
the electric power to be used by the set of end users at at least 
one end-user facility during at least a portion of a specific 
future time interval. 

2. 22A method of Claim 21 in which the designated 
Providers, when their respective commitments are summed. 



are committed to provide the electric power required to 
supply 100% of the energy needs of the set of end users. 
23 A method of Qaim 21 in which the auction rules include 
bid formulation requirements specifying the required ele- 
ments that must be reflected in the bid for the moderating 
computer to consider the bid valid. 24 A method of Claim 23 
in which the bid formulation requirements specify that all 
bids indicate the quantity of standard units or blocks of 
electric power each Provider will provide, at a specific price, 
to the set of end users. 25 A method for creating an auto- 
mated bidding process among energy Providers for the 
benefit of a set of end users served by a first DISCO, in 
which a moderating computer collects bids from each Pro- 
vider of a plurality of energy Providers, processes the bids 
and communicates with a first control computer, thereby 
enabling the first control computer to designate at least one 
Provider of the plurality of energy Providers to provide 
electric power to the set of end users, based on an economic 
choice in accordance with auction rules, wherein the method 
comprises: a.in the moderating computer, receiving bids to 
provide at least one standard unit or block of electric power 
to the set of end users, processing the bids in accordance 
with the auction rules to produce processed bid data, and 
storing the bids and the processed bid data in a data base of 
the moderating computer as first DISCO data; b.in the 
moderating computer, transmitting at least a portion of the 
first DISCO data to the first control computer; c.in the 
moderating computer or the first control computer, trans- 
mitting at least a portion of the first DISCO data to at least 
a portion of the plurality of energy Providers; d.in the first 
control computer, designating at least one Provider of the 
plurahty of energy Providers to provide electric power to the 
set of end users, with each designated Provider to supply at 
least a portion of the electric power to be used by the set of 
end users at at least one end-user facility during at least a 
portion of a specific future time interval; and e.in the 
moderating computer, or in the first control computer, or in 
the first DISCO, or in an independent meter reading service 
entity, trananitting periodic usage reports associated with 
the set of end users to at least a first designated Provider. 

3. 26.A method of Claim 25 in which the moderating 
computer designates at least two Providers of the phirality of 
energy Providers to provide electric power to the set of end 
users, with each designated Provider to supply at least a 
portion of the electric power to be used by the set of end 
users at at least one end-user facility during the specific 
future time interval.27A method of Claim 25 in which the 
designated Providers, when their re^ective commitments 
are summed, are committed to provide the electric power 
required to supply 100% of the energy needs of the set of end 
users.28 A method of Claim 25 in which the auction rules 
include bid formulation requirements specifying the 
required elements that must be reflected in the bid for the 
moderating computer to consider the bid valid .29 A method 
of Claim 28 in which the moderating computer transmits at 
least a portion of the auction rules to at least a portion of the 
plurality of energy Providers30A method of Claim 28 in 
which the bid formulation requirements specify that all bids 
indicate the quantity of standard units or blocks of electric 
power each Provider will provide, at a specific price, to the 
set of end users.31 A method of Claim 25 comprising, in the 
first control computer, receiving decision rules from an 
administrator associated with the first control computer or 
from the set of end users, processing at least a portion of the 
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first DISCO data and the decision niles^ and designating at 
least a first designated Provider for the provision of electric 
power to the set of end users.32.A method of Claim 25 in 
which the moderating computer or the first control computer 
transmits at least a portion of the first DISCO data to at least 
a portion of the plurality of energy Providers subsequent to 
the first control computer designating at least a first desig- 
nated provider to provide electric power to the set of end 
useis.33A method of Claim 25 in which at least a first 
designated Provider is designated by the first control com- 
puter as a default Provider or a contract Provider.34A 
method of Claim 25 in which the first control computer is 
operated by the moderating consputer, or by the set of end 
users, or by a reseller to the set of end users, or by the first 
DISC0.35 A method of Claim 25 in which at least a portion 
of the processing and communications functions of the 
moderating computer or the first control computer are per- 
formed by one or more adjunct computens.36 A method of 
Claim 25 in which the first control computer is a computer 
adjunct to the moderating computer. 37 An energy bidding 
moderator for enabling designation of at least one Provider 
of a plurahty of energy Providers for the provision of electric 
power to a set of end users served by a first DISCO, based 
on an economic choice in accordance with auction rules, 
comprising: a. a computer with a processor and a memory; 
b. means for receiving, from each Provider of a plurality of 
energy Providers, bids to provide at least one standard unit 
or block of electric power to the set of end users; cmeans for 
processing the bids in accordance with the auction rules to 
produce processed bid data, and storing the bids and the 
processed bid data in the memory as first DISCO data; 
d.means for transmitting at least a portion of the first DISCO 
data to at least a portion of the plurahty of energy Providers; 
and e.means for designating at least one Provider of the 
plurahty of energy Providers to provide electric power to the 
set of end users, with each designated Provider to supply at 
least a portion of the electric power to be used by the set of 
end users at at least one end-user facility during at least a 
portion of a specific future time interval. 38 A moderator of 
Claim 37 including means for designating at least two 
Providers of the plurahty of energy Providers to provide 
electric power to the set of end users, with each designated 
Provider to supply at least a portion of the electric power to 
be used by the set of end users at at least one end-user 
facility during the specific future time interval.39 A mod- 
erator of Claim 37 including means for designating at least 
one Provider committed to provide the electric power 
required to supply 100% of the energy needs of the set of end 
users.40A moderator of Claim 37 including means for 
including bid formulation requirements in the auction rules, 
the bid formulation requirements ^)ecifying the required 
elements that must be reflected in the bid for the moderating 
computer to consider the bid valid.41 A moderator of Qaim 
40 including means for transmitting at least a portion of the 
auction rules to at least a portion of the plurality of energy 
Providers.42 A moderator of Claim 40 including means for 
including bid formulation requirements ^dfying that all 
bids indicate the quantity of standard units or blodcs of 
electric power each Provider will provide, at a specific price, 
to the set of end users.43 A moderator of Claim 37 further 
including means for receiving decision rules from an admin- 
istrator associated with the moderator or from the set of end 
users, processing at least a portion of the first DISCO data 
and the decision rules, and designating at least a first 



designated Provider for the provision of electric power to the 
set of end useis.44A moderator of Qaim 37 including 
means for notifying each designated Provider of its desig- 
nation to provide electric power to the set of end users and 
notifying the first DISCO of the Provider's designation. 

4. 45 A moderator of Claim 37 including means for one or 
more adjunct computers to perform at least a portion of the 
processing and communications fonctions of the moderator. 
46A method for conducting an automated bidding process 
among a plurality of energy Providers for the benefit of end 
users, based on an economic choice in accordance with 
auction rules, comprising: a.collecting, from each Provider 
of a plurahty of energy Providers, bids to provide at least one 
standard unit or block of electric power to a set of end users 
served by a first DISCO; b. processing the bids that apply to 
the set of end users in accordance with the auction rules; 

c. distributing at least a portion of processed bid information 
to at least a portion of the pluraUty of energy Providers; 

d. designating, on the basis of the processed bid information, 
at least one Provider of the pluraUty of energy Providers to 
provide electric power to the set of end users, with each 
designated Provider to supply at least a portion of the 
electric power to be used by the set of end users at at least 
one end-user fadhty during at least a portion of a specific 
fiiture time interval; and e. making available periodic usage 
reports associated with the set of end users to at least a first 
designated Provider, thereby enabling the at least a first 
designated Provider to adjust its electric power supply 
during at least a portion of the specific future time interval 
in which the at least a first designated Provider supphes at 
least a portion of the electric power to be used by the set of 
end users at at least one end-user facihty. 47 A method of 
Claim 46 in which at least two Providers of the plurality of 
energy Providers are designated, on the basis of the pro- 
cessed bid information, to provide electric power to the set 
of end users, with each designated Provider to supply at least 
a portion of the electric power to be used by the set of end 
users at at least one end-user facihty during the specific 
future time interval.48A method of Claim 46 in which the 
designated Providers, when their re^ective commitments 
are summed, are committed to provide the electric power 
required to supply 100% of the energy needs of the set of end 
users.49 A method of Claim 46 in which the auction rules 
include bid formulation requirements specifying the 
required elements that must be reflected in the bid for the bid 
to be considered valid .50 A method of Claim 49 in which at 
least a portion of the auction rules are distributed to at least 
a portion of the plurality of energy Providers.51 A method of 
Claim 49 in which the bid formulation requirements specify 
that all bids indicate the quantity of standard units or blocks 
of electric power each Ftovider will provide, at a specific 
price, to the set of end users.52A method of Claim 46 in 
which historical energy usage data associated with the set of 
end users is distributed to at least a portion of the plurality 
of energy providers.53 A method of Claim 46 in which each 
of Steps a. e. is accomplished by means of computer 
processing.54A method of Claim 46 in which at least a 
portion of the processed bid information is distributed to at 
least a portion of the plurality of energy Providers subse- 
quent to designating at least a first designated Provider to 
provide electric power to the set of end users. 55 A method 
for creating an automated bidding process among energy 
Providers for the benefit of end users in which a moderating 
computer collects bids firom each Provider of a plurality of 
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energy Providers, prcx»sses the bids and designates at least 
one Provider of the plurality of energy Providers to provide 
energy to at least one end user, based on an economic choice 
in accordance with auction rules, wherein the method com- 
prises: a.in the moderating computer, receiving bids to 
provide energy to the at least one end user, processing the 
bids in accordance with the auction rules to produce pro- 
cessed bid data, and storing the bids and the processed bid 
data in a data base of the moderating computer as fiist 
end-user set data; bio the moderating computer, transmit- 
ting at least a portion of the first end-user set data to at least 
a portion of the plurality of energy Providers; and cin the 
moderating computer, designating at least one Provider of 
the plurality of energy Providers to provide energy to the at 
least one end user, with each designated Provider to supply 
at least a portion of the energy to be used by the at least one 
end user at at least one end-user facility during at least a 
portion of a specific future time interval. 15 56^ method of 
Claim 55 in which the moderating computer designates at 
least two Providers of the plurality of energy Providers to 
provide energy to the at least one end user, with each 
designated Provider to supply at least a portion of the energy 
to be used by the at least one end user at at least one end-user 
facility during the specific future time interval.57 A method 
of Claim 55 in which the designated Providers, when their 
respective commitments are summed, are committed to 
supply 100% of the energy needed by the at least one end 
user.58.A method of Claim 55 in which the auction rules 
include bid formulation requirements specifying the 
required elements that must be reflected in the bid for the 
moderating computer to consider the bid valid.59 method 
of Claim 58 in which the moderating computer transmits at 
least a portion of the auction rules to at least a portion of the 
plurality of energy Providers.60 A method of Qaim 58 in 
which the bid formulation requirements specify that all bids 
indicate the quantity of energy each Provider will provide, at 
a specific price, to the at least one end user.61 A method of 
Claim 55 in which the moderating computer transmits 
historical eneigy usage data associated with the at least one 
end user to at least a portion of the plurality of energy 
providers.62.A method of Qaim 55 in which at least one 
adjunct computer performs at least a portion of the process- 
ing and communications functions of the moderating 
computer.63 A method of Qaim 55 inchiding, in the mod- 
erating computer, transmitting at least a portion of the first 
end-user set data to the at least one end user. 64 A method of 
Claim 55 comprising, in the moderating computer, receiving 
decision rules from an administrator associated with the 
moderating computer or from the at least one end user, 
processing at least a portion of the first end-user set data and 
the decision rules; and designating at least a first designated 
Provider for the provision of eneigy to the at least one end 
user.65 A method of Claim 55 including, in the moderating 
computer, transmitting a designation notification to each 
designated Provider and transmitting to a first DISCO serv- 
ing the at least one end user at least a portion of the 
information contained in the designation notification.66A 
method of Qaim 55 in which the moderating computer 
transmits at least a portion of the first end-user set data to at 
least a portion of the pliu^ality of energy Providers subse- 
quent to designating at least a first designated Provider to 
provide energy to the at least one end user.67.A method of 
Claim 55 in which at least a first designated Provider is 
designated by the moderating computer to supply a spedfic 



quantity or block of energy.68A method of Claim 55 in 
which at least a first designated Provider is designated by the 
moderating computer as a default Provider or a contract 
Provider.18 69A method for creating an automated bidding 
process among eneigy Providers for the benefit of end users 
in which a moderating computer collects bids from each 
Provider of a phirality of energy Providers, processes the 
bids and designates at least one Provider of the pluraHty of 
energy Providers to provide energy to at least one end user, 
based on an economic choice in accordance with auction 
rules, wherein the method comprises: a.in the moderating 
computer, receiving bids to provide energy to the at least one 
end user, processing the bids in accordance with the auction 
rules to produce processed bid data, and storing the bids and 
the processed bid data in a data base of the moderating 
computer as first end-user set data; b.in the moderating 
computer, transmitting at least a portion of the first end-user 
set data to at least a portion of the plurality of energy 
Providers; cin the moderating computer, designating at least 
one Provider of the plurahty of energy Providers to provide 
energy to the at least one end user, with each designated 
Provider to supply at least a portion of the energy to be used 
by the at least one end user at at least one end-user facility 
during at least a portion of a specific future time interval; and 
d.in the moderating computer, or in a first DISCO serving 
the at least one end user, or in an independent meter reading 
service entity, transmitting periodic usage reports associated 
with the at least one end user to at least a first designated 
Provider,70 A method of Claim 69 in which the moderating 
computer designates at least two Providers of the plurality of 
energy Providers to provide energy to the at least one end 
user, with each designated Provider to supply at least a 
portion of the energy to be used by the at least one end user 
at at least one end-user facility during the specific future 
time interval.71 A method of Qaim 69 in which the desig- 
nated Providers, when their respective commitments are 
summed, are committed to supply 100% of the eneigy 
needed by the at least one end user.72 A method of Claim 69 
in which the auction rules inchide bid formulation require- 
ments specifying the required elements that must be 
reflected in the bid for the moderating computer to consider 
the bid valid .73.A method of Qaim 72 in which the 
moderating computer transmits at least a portion of the 
auction rules to at least a portion of the plurality of energy 
Providcrs.74 A method of Qaim 72 in which the bid for- 
mulation requirements ^edfy that all bids indicate the 
quantity of energy each Provider will provide, at a specific 
price, to the at least one end user.75.A method of Claim 69 
in which the moderating computer transmits historical 
energy usage data associated with the at least one end user 
to at least a portion of the plurality of energy providers.76 A 
method of Claim 69 in which the moderating computer 
U-ansmits at least a portion of the first end-user set data to at 
least a portion of the plurality of energy Providers subse- 
quent to designating at least a first designated Provider to 
provide energy to the at least one end user.77.A method of 
Qaim 69 in which at least one adjunct computer performs at 
least a portion of the processing and communications func- 
tions of the moderating computer.78 A method for creating 
an automated bidding process among energy Providers for 
the benefit of end users in which a moderating computer 
collects bids from each Provider of a plurality of energy 
Providers, processes the bids and communicates with a first 
control computer, thereby enabling the first control com- 
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puter to designate at least two Providers of the plurality of 
energy Providers to provide eneigy to the at least one end 
user, based on an economic choice in accordance with 
auction rules, wherein the method comprises: a.in the mod- 
erating computer, receiving bids to provide energy to the at 
least one end user, processing the bids in accordance with 
the auction rules to produce processed bid data, and storing 
the bids and the processed bid data in a data base of the 
moderating computer as first control computer data; b.in the 
moderating computer, transmitting at least a portion of the 
firet control computer data to the first control computer; c.in 
the moderating computer or the first control computer, 
transmitting at least a portion of the first control computer 
data to at least a portion of the plurality of eneigy Providers; 
and d.in the first control computer, designating at least two 
Providers of the phirality of eneigy Providers to provide 
energy to the at least one end user, with each designated 
Provider to supply at least a portion of the eneigy to be used 
by the at least one end user at at least one end-user facility 
during at least a portion of a specific future time interval.l9 
79^ method of Claim 78 in which the designated Providers, 
when their respective commitments are summed, are com- 
mitted to supply 100% of the energy needed by the at least 
one end u5er.80.A method of Qaim 78 in which the auction 
rules include bid formulation requirements specifying the 
required elements that must be reflected in the bid for the 
moderating computer to consider the bid valid.81 A method 
of Claim 80 in which the bid formulation requirements 
specify that all bids indicate the quantity of energy each 
Provider will provide, at a specific price, to the at least one 
end user.82.A method for creating an automated bidding 
process among energy Providers for the benefit of end users 
in which a moderating computer collects bids from each 
Provider of a pluraUty of energy Providers, processes the 
bids and communicates with a first control computer, 
thereby enabling the first control computer to designate at 
least one Provider of the phirality of energy Providers to 
provide energy to the at least one end user, based on an 
economic choice in accordance with auction rules, wherein 
the method comprises: a.in the moderating computer, receiv- 
ing bids to provide energy to the at least one end user, 
processing the bids in accordance with the auction rules to 
produce processed bid data, and storing the bids and the 
processed bid data in a data base of the moderating computer 
as first control computer data; b.in the moderating computer, 
transmitting at least a portion of the first control computer 
data to the first control computer; c.in the moderating 
computer or the first control computer, transmitting at least 
a portion of the first control computer data to at least a 
portion of the plurality of energy Providers; d.in the first 
control computer, designating at least one Provider of the 
plurahty of energy Providers to provide energy to the at least 
one end user, with each designated Provider to supply at 
least a portion of the energy to be used by the at least one 
end user at at least one end-user facility during at least a 
portion of a specific fumre time interval; and e.in the 
moderating computer, or in the first control computer, or in 
a first DISCO serving the at least one. end user, or in an 
independent meter reading service entity, trananitting peri- 
odic usage reports associated with the at least one end user 
to at least a first designated Provider. 

5. 20 83.A method of Gaim 82 in which the first control 
computer designates at least two Providers of the plurality of 
energy Providers to provide eneigy to the at least one end 



user, with each designated Provider to supply at least a 
portion of the energy to be used by the at least one end user 
at at least one end-user facility during the specific future 
time interval.84.A method of Qaim 82 in which the desig- 
nated Providers, when their respective commitments are 
summed, are committed to supply 100% of the eneigy 
needed by the at least one end user.21 85 A method of Qaim 
82 in which the auction rules include bid formulation 
requirements specifying the required elements that must be 
reflected in the bid for the moderating conoputer to consider 
the bid valid.86.A method of Claim 85 in which the mod- 
erating computer transmits at least a portion of the auction 
rules to at least a portion of the plurality of eneigy 
Providers.87.A method of Claim 85 in which the bid for- 
mulation requirements spedfy that all bids indicate the 
quantity of eneigy each Provider will provide, at a specific 
price, to the at least one end user.21 88 A method of Claim 
82 in which the moderating computer or the first control 
computer transmits historical energy usage data associated 
with the at least one end user to at least a portion of the 
plurahty of energy providers.89.A method of Claim 82 
comprising, in the first control computer, receiving decision 
rules from an administrator associated with the first control 
computer or from the at least one end user, processing at 
least a portion of the first control computer data and the 
decision mles, and designating at least a first designated- 
Provider for the provision of energy to the at least one end 
user. 90. A method of Claim 82 including, in the moderating 
computer or the first control computer, notifying each des- 
ignated Provider of its designation to provide energy to the 
at least one end user and notifying the first DISCO of the 
Provider"s designation. 91. A method of Qaim 82 in which 
the moderating computer or the first control computer trans- 
mits at least a portion of the first control computer data to at 
least a portion of the plurality of energy PnDviders subse- 
quent to the first control computer designating at least a first 
designated provider to provide energy to the at least one end 
user.21 92j\ method of Claim 82 in which at least a first 
designated Provider is designated by the first control com- 
puter as a default Provider or a contract Provider.93A 
method of Claim 82 in which the first control computer is 
operated by the moderating computer, or by the at least one 
end user, or by a reseller to the at least one end user, or by 
the first D1SC0.94.A method of Qaim 82 in which the first 
control computer is a computer adjunct to the moderating 
computer.21 9SJi method of Claim 82 in which at least a 
portion of the processing and communications functions of 
the moderating computer or the first control computer are 
performed by one or more adjunct coniputers.22 96J^ 
energy bidding moderator for enabling designation of at 
least one Provider of a plurality of eneigy Providers for the 
provision of energy to at least one end user, based on an 
economic choice in accordance with auction niles^ compris- 
ing: a.a computer with a processor and a memory; b.means 
for receiving, from each Provider of a plurality of eneigy 
Providers, bids to provide eneigy to at least one end user; 
cmeans for processing the bids in accordance with the 
auction mles to produce processed bid data, and storing the 
bids and the processed bid data in the memory as first 
end-user set data; d.means for transmitting at least a portion 
of the first end-user set data to at least a portion of the 
plurality of energy Providers; and e.means for designating at 
least one Provider of the plurahty of eneigy Providers to 
provide eneigy to the at least one end user, with each 
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designated Provider to supply at least a portion of the energy 
to be used by the at least one end user at at least one end-user 
facility during at least a portion of a specific future time 
iDtervaL 

6. 97 A moderator of Claim 96 further including means 
for receiving decision rules from an administrator associated 
with the moderator or from the at least one end user, and 
applying the decision rules to the first end-user set data to 
designate at least a first designated Provider for the provi- 
sion of energy to the at least one end user.98 A moderator of 
Gaim 96 including means of notifying each designated 
Provider of its designation to provide energy to the at least 
one end user and notifying a first DISCO serving the at least 
one end user of the Provider's designation. 

7. 23 99*A moderator of Qaim 96 including means for 
designating at least one Provider committed to supply 100% 
of the energy needed by the at least one end user 100 A 
moderator of Qaim 96 inchiding means for including bid 
formulation requirements in the auction rules, the bid for- 
mulation requirements specifying the required elements that 
must be reflected in the bid for the moderator to consider the 
bid valid.lOl A moderator of Claim 100 including means for 
transmitting at least a portion of the auction rules to at least 
a portion of the plurality of energy Providers.l02A mod- 
erator of Qaim 100 including means for includiiig bid 
formulation icquiiements specifying that all bids indicate 
the quantity of energy eadi Provider will provide, at a 
specific price, to the at least one end user.l03A moderator 
of Qaim 96 including means for at least one adjunct 
computer to perform at least a portion of the processing and 
communications functions of the moderating computer.24 
23 104A method for conducting an automated bidding 
process among a plurality of eneigy Providers for the benefit 
of end users, based on an economic choice in accordance 
with auction ruJes, comprising: a.collecting, from each Pro- 
vider of a plurality of energy Providers, bids to provide 
energy to at least one end user; b.processing the bids that 
apply to the at least one end user in accordance with the 
auction rules; c.distributing at least a portion of processed 
bid information to at least a portion of the plurality of energy 
Providers; d. designating, on the basis of the processed bid 
information, at least one Provider of the plurality of energy 
Providers to provide energy to the at least one end user, with 



each designated Provider to supply at least a portion of the 
energy to be used by the at least one end user at at least one 
end-user facility during at least a portion of a specific future 
time interval; and e. making available periodic usage reports 
associated with the at least one end user to at least a first 
designated Provider, thereby enabling the at least a first 
designated Provider to adjust its energy supply during at 
least a portion of the specific future time interval in which 
the at least a first designated Provider supplies at least a 
portion of the energy to be used by the at least one end user 
at at least one end-user facility. 105 A method of Qaim 104 
in which at least two Providers of the plurality of energy 
Providers are designated, on the basis of the processed bid 
information, to provide energy to the at least one end user, 
with each designated Provider to supply at least a portion of 
the energy to be used by the at least one end user at at least 
one end-user facility during the specific future time 
interval.106 A method of Qaim 104 in which the designated 
Providers, when their respective commitmoits are summed, 
are committed to supply 100% of the energy needed by the 
at least one end user. 107 A method of Qaim 104 in which 
the auction rules include bid formulation requirements 
specifying the required elements that must be reflected in the 
bid for the bid to be considered valid. 108 A method of Qaim 
107 in which at least a portion of the auction rules are 
distributed to at least a portion of the plurality of eneigy 
Providers. 109 A method of Qaim 107 in wbicfa the bid 
formulation requirements specify that all bids indicate the 
quantity of eneigy each Provider will provide, at a specific 
price, to the at least one end user. 110 A method of Qaim 104 
in which historical eneigy usage data associated with the at 
least one end user is distributed to at least a portion of the 
plurality of energy providers.lllA method of Claim 104 in 
which each of Steps a. - e. is accomplished by means of 
computer processing.112 A method of Qaim 104 in which 
at least a portion of the processed bid information is dis- 
tributed to at least a portion of the plurality of energy 
Providers subsequent to the designating of at least a first 
designated Provider to provide eneigy to the at least one end 
user. 

***** 
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Re: Public Service Electric & Gas Company 
Jersey Central Power & Light Company 
Conectiv Power Delivery 
Rockland Electric Company 



Irah H. Donner, Esq. 

Hale and Dorr, LLP 

1455 Pennsylvania Ave., N.W. 

Suite 1000 

Washington, D.C. 20004 
Dear Mr. Donner: 

As you know, we represent Geophonic Networks, Inc. ("Geophonic''), the holder of U.S. 
Patent No. 6,047,274 (the " '274 Patent"). The '274 Patent applies to energy auctions such as 
the first New Jersey basic generation service ("BGS") auction held in February 2002 and the 
second BGS auction planned for February 2003. 

On January 30, 2003, the United States Patent & Trademark Office published U.S. Patent 
Application Serial No. 10/062,798, as amended September 18, 2002 (the "Application"), as the 
result of Geophonic's request for early publication made pursuant to 35 U.S.C. § 122(b). The 
published Application is attached for yoxir reference. 
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The published Application is in the format electronically submitted to the USPTO as part 
of the early publication process. To facilitate easier reading, we have also attached a copy of the 
Application as originally filed in hard copy on January 31, 2002 and amended on September 18, 
2002. 

The published Application contains 1 12 new claims, all of which are fully supported in 
the original patent specification filed with the USPTO in 1997 and 1998 and which resulted in 
the '274 Patent issued in April 2000. These 1 12 new claims, when added to the claims issued as 
part of the *274 Patent, make it even more certain that the February 2003 BGS auction will 
infringe Geophonic's patent rights. 

This letter shall serve as notice of the publication on January 30, 2003 of the Application 
to you and your clients participating in the New Jersey BGS auction planned for February 2003, 
including Public Service Electric & Gas Company, Jersey Central Power & Light Company, 
Conectiv Power Delivery, Rockland Electric Company, and their respective affiliates. Under 35 
U.S.C. § 154(d) (copy enclosed), the publication of the Application provides Geophonic with the 
right, before a patent is issued, to a reasonable royalty from any person who had actual notice of 
the published Application and who makes, uses, offers for sale or sells in the United States the 
invention as claimed in the published Application. This right to a reasonable royalty accrues 
immediately . 

Geophonic's right to a reasonable royalty under 35 U.S.C. §154(d) assumes that the 
invention as claimed in the patent (when issued) resulting from the Application is substantially 
identical to the invention as claimed in the published Application. As a point of reference, you 
and your clients are probably aware that the claims in the application for the earlier *274 Patent 
were allowed by the U.S. Patent & Trademark Office with no changes. We expect a similar 
outcome for the attached Application. 

As we have stated in our prior correspondence with you and the New Jersey Board of 
Public Utilities ("BPU'), Geophonic continues to stand ready to provide a license to the BPU 
and/or any or all of the four participatmg EDCs (or their respective affiliates), at a reasonable 
royalty rate, for the use of Geophonic's patented energy auction process in BPU-approved BGS 
auctions. 
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We look forward to discussing this matter with you. For your convenience, in our 

Federal Express package sent to. you.today,. wchave enclosed four sets of this letter (and our 

letters to the BPU and NERA) and the published Application to facilitate your distribution of this 
material to your clients. 



Attachments 

cc (without attachments): 

Jeanne M. Fox, BPU President 
Frederick F. Butler, BPU Commissioner 
Carol J. Murphy, BPU Commissioner 
Connie O. Hughes, BPU Commissioner 
Jack Alter, BPU Commissioner 
Nusha Wyner, Director - Division of Energy 
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Attachment 



United States Code Title 35 - Patents 



35 U.S.C. 154 Contents and term of patent; prov- 
isional rights. 

(d) PROVISIONAL RIGHTS.— 

(1) IN GENERAL.— In addition to other 
rights provided by this section, a patent shall include 
the right to obtain a reasonable royalty from any per- 
son who, during the period beginning on the date of 
publication of the application for such patent under 
section 122(b), or in the case of an international appli- 
cation filed under the treaty defined in section 35 1(a) 
designating the United States under Article 2 l(2)(a) of 
such treaty, the date of publication of the appli- cation, 
and ending on the date the patent is issued — 

(A) (i) makes, uses, offers for sale, or sells 
in the United States the invention as claimed in the 
published patent application or inq)orts such an inven- 
tion into the United States; or 

(ii) if the invention as claimed in the 
published patent application is a process, uses, offers 
for sale, or sells in the United States or imports into the 
United States products made by that process as claimed 
in the published patent application; and 

(B) had actual notice of the published patent 
application and, in a case in which the right arising 
under this paragraph is based upon an interna- tional 
application designating the United States that is 
published in a language other than English, had a 
translation of the international application into the 
English language. 

(2) RIGHT BASED ON SUBSTANTL^LLY 
IDENTICAL INVENTIONS.— The right under para- 
graph (1) to obtain a reasonable royalty shall not be 
available under this subsection unless the invention as 
claimed in the patent is substantially identical to the 
invention as claimed in the published patent applica- 
tion. 

(3) TIME LIMITATION ON OBTAI^TING A 
REASONABLE ROYALTY.— The right under para- 
graph (1) to obtain a reasonable royalty shall be avail- 
able only in an action brought not later than 6 years 
after the patent is issued. The right under paragraph (1) 
to obtain a reasonable royalty shall not be affected by 
the duration of the period described in paragraph (1). 
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) 



DECISION AND ORDER 
DOCKET NO. EX03030185 



BY THE BOARD: 

By Order dated August 17, 1999, the Board of Public Utilities ("Board") approved the Master 
Third Party Supplier ("TPS") Agreement, version 13 (" TPS Agreement"), to be used by all four 
of the New Jersey electric distribution companies ("EDCs"), including Public Service Electric & 
Gas Company ('PSE&G"), Jersey Central Power & Light Company ("JCP&L") formerly GPU 
Energy, Conectiv Power Delivery ("Conectiv") formerly Conectiv Electric, and Rockland Electric 
Company ("Rockland"), when entering into a commercial relationship with third party suppliers 
serving the New Jersey retail electric maricetplace in the EDCs service tenitory. As part of the 
TPS Agreement, certain creditworthiness standards were adopted that must be met by each 
TPS in order to provide financial protection to the EDCs and ratepayers. 

By way of background, the cunrent TPS Agreement has been used successfully by the EDCs 
and TPSs since 1999, and its purpose is to protect the EDCs and customers from the possibility 
of default by a TPS. However, in response to a concem raised by the retail mariceters and due 
to changes in the retail marketplace and in the way New Jersey procures Basic Generation 
Service ("BGS"), these creditworthiness provisions no longer accurately reflect cunrent risk to 
the EDCs. 

In 1999, the EDCs were responsible for procuring the supply to meet their BGS requirements. 
At that time, the EDCs were at risk for a TPS default. The risk involved included the difference 
between the price per kilowatt hour ("kwh") charged by the EDC and the cost (per kwh) of 
supplying incremental, unplanned load. Since then, the Board has approved a BGS Auction 
process for procuring BGS supply and has authorized a Pennsylvania-New Jersey-Maryland 
Interconnect ("PJM")-based houriy pricing structure for larger customers, which significantly 
diverts the default risk away from the EDCs and places it upon the wholesale BGS suppliers. By 
Order dated May 8, 2003, the Board determined that the present creditworthiness standards 
found in the TPS Agreement no longer accurately reflect the cun'ent level of risk to the EDCs 
and that the TPS Agreement was in need of amendment The Board further detemnined that the 
TPS Agreement should be updated to remove outdated language and tenminology, and also to 
accurately portray current market conditions and procurement practices. Therefore, in its May 8, 
2003 Order, the Board directed the EDCs to file a amended TPS Agreements and Appendices 
reflecting and limited to changes to these areas, for comment by interested parties. 



On May 14, 2003, Rockland filed its amended TPS Agreement with the Board. Rockland's 
Agreement is substantially different from the other EDCs' TPS Agreements because some of its 
New Jersey customers are served by the Pennsylvania-New Jersey-Maryland Interconnect 
f PJM"). while others are served by the New York Independent System Operator ("NYISO"). By 
May 15, 2003. the three other EDGs. PSE&G, JCP&L, and Conectiv, filed their amended TPS 
Agreements with the Board, all three of which are very similar in language. The filings were 
distributed to the industry via the Board's electronic list server and through the TPS Service List. 

The EDCs' proposed amendments include: the addition of definitions for Commercial Industrial 
Energy Pricing ("CIEP") customers and Fixed Price (TP") customers; a change to the definition 
of Interest Index, in order to reflect cunrent market conditions; removal of Year 2000 Cy2kl 
language; changes to the standards goveming the initial determination of creditworthiness of a 
TPS, to reflect current martlet practices; reduction of the cure period for TPS default from ten to 
three days; reduction of the written notice period for a lapse of creditworthiness by a TPS from 
ten to three days; added language to the format for the submission of credit notices; added 
language to protect the non-public credit support data of a TPS that is submitted to the EDC; 
added creditworthiness standards for TPSs serving CIEP customers, FP customers, and for 
TPSs serving both; any necessary changes to the EOCs' name, contact information, 
Independent Systems Operator affiliation in the case of Rockland; and additional language 
changes. 

Comments were received from: Reliant Resources, Inc. ("Reliant"); Constellation NewEnergy, 
Inc. ("Constellation"); Strategic Energy, L.L.C. ("Strategic"), and; the Mid-Atlantic Power Supply 
Association ("MAPSA"). The comments generally proposed reducing the creditworthiness 
standards and credit obligations to the EDCs, and changing the EDCs' proposed cure period for 
default situations from three days to five or ten days. Some commenters also addressed the 14- 
day customer rescission period for canceling a contract with a TPS, which has always been 
limited to residential customers only. Specifically, the commenters positions were as follows: 

o Reliant is requesting five business days for the defaulting party to remedy the default 
situation and/or resolve a dispute, instead of the three days proposed by the EDCs. 
Reliant also wants language in the TPS Agreement that states the 14-day rescission 
policy is only applicable to residential customers. Reliant further proposes that all data 
used by the EDC to determine creditworthiness be treated as confidential. Reliant also 
requests that it be given thirty days to present the EDCs with updated 10-Qs and 10-Ks. 
Reliant has also proposed additional language on how the amount of security should be 
adjusted when required. Reliant also proposed some other minor language changes and 
clarifications to the TPS Agreement. 

o Constellation proposes that the14-day customer rescission policy to legally break a TPS 
contract should be limited to residential customers only. Constellation also states that 
the $2800 per megawatt ("MW") guarantee of payment by a TPS, in case of default, is 
an arbitrary number with no direct relationship to the TPS' obligation. 

o Strategic asserts that the 14-day rescission period should apply to residential customers 
only, and that it believes the amended TPS Agreement is unclear on that issue. Strategic 
requests that the Board reject the changes to the credit requirements for TPSs and that 
there should be no other credit obligations imposed on TPSs by the EDCs. However, 
they contend that in lieu of the EDCs' proposed creditworthiness provisions, and only in 
cases where TPSs dual bill, in which the TPS and the EDC provide separate bills to the 
customer for their own charges, the EDCs should establish a maximum credit 
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requirement of the greater of $1000 or $70 per MW of TPS peak load obligation as a 
reasonable amount of security in case of default. 

o MAPSA asserts that the 14-day rescission period applies to residential customers only, 
and that the Amended TPS agreement should be clear on that issue. MAPSA also 
recommends that the Board order the EDCs to eliminate all requirements for TPSs to 
post security with the EDCs. And finally, MAPSA recommends that the cure period, to 
remedy a default situation should remain at the existing 10-day period instead of the 3- 
day period proposed by the EDCs. 

DISCUSSION AND FINDINGS 

Based on its review of the proposed TPS Agreements and the comments submitted, the Board 
finds that the proposed changes made by the EDCs concerning the creditworthiness standards, 
credit obligations, and the cure period In the event of default appear to be reasonable. The 
creditworthiness standards and credit obligations for the TPSs are necessary to protect the 
EDCs and the ratepayers from financial ham. The shorter cure period proposed by the EDCs 
reflects past experience that some entities can potentially move rapidly into a default condition, 
and thus a shorter cure period will further protect all parties from financial hann. Moreover, 
these changes proposed by the EDCs are consistent with the currents BGS Master Supplier 
Agreement used by the EDCs and wholesale suppliers. 

As noted above, a number of parties commented on the current 14-day customer rescission 
period, that allows residential customers the legal right to cancel a contract signed with a TPS, 
within 14 days of receipt of the customer notification letter from the EDC. Although this issue is 
outside the scope of changes to the TPS Agreement that the Board envisioned in its May 8, 
2003 Order, the Board will address this area for purposes of clarification. 

This issue was discussed at length in woricing group meetings during 1999. Rescission rights 
are, and have always been, limited to residential customers only. The Board's May 5, 1999 
Order (Docket No. EX94120585Y) et. al.) addresses the issue and provides for a customer 
notification letter with a 14-day rescission period. At the time, the Board was very concemed 
with the possibility of slamming, so rescission letters went to all classes of customers. The 
rescission letters were not intended to and do not suggest that commercial customers can 
abrogate their contractual obligations. According to N.J.A.C. 14:4-3.6 (b) 4, only residential 
customers can rescind their TPS contract in that 14-day time period. Therefore the Board does 
not believe that this area of the proposed TPS Agreement needs to be changed at this time. 

Based on the foregoing, the Board APPROVES the amended TPS Agreements of 
PSE&G, JCP&L. Conectiv, and Rockland as filed, and ORDERS the EDCs to post them on their 
websites. The Board also DIRECTS that the EDCs use the amended TPS Agreement when 
entering into any future commercial relationship with third party suppliers in the EDCs service 
territory. The Board FURTHER DIRECTS the EDCs to execute amended TPS Agreements with 
its current third party suppliers and to process all required TPS documentation, including the 
TPS Agreement and TPS credit Information, in a timely manner. 

Furthermore, the Board DIRECTS all TPSs serving retail load in New Jersey, to execute the 
new TPS Agreement, satisfy all of its temis, and satisfy all EDC requirements prior to enrolling 
customers for service beginning in August 2003 and beyond. The TPS shall not submit 
enrollments until the EDC provides notification that it is eligible to do so. If a TPS intends to 
enroll new customers with BGS-CIEP meters during the July 1 , 2003 through July 1 1 , 2003 
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enrollment period that Is required to enable an August 1 , 2003 customer start of service, the 
EDC must receive the newly executed Agreement, and the TPS must satisfy all of the terms of 
the Agreement and all EDC requirements on or before July 7, 2003. 

A TPS that has existing customers, but does not intend to immediately enroll new customers 
shall execute the Agreement by July 15, 2003, and the TPS must satisfy all of the temis of the 
Agreement by that same date, or the TPS' customers will be returned to BGS effective with their 
August 2003 meter reading date. 

DATED: 6/20/03 BOARD OF PUBLIC UTILITIES 



BY: 



SIGNED 



JEANNE M. FOX 
PRESIDENT 



SIGNED 



SIGNED 



FREDERICK F. BUTLER 
COMMISSIONER 



CAROL J. MURPHY 
COMMISSIONER 



SIGNED 



SIGNED 



CONNIE O. HUGHES 
COMMISSIONER 



JACK ALTER 
COMMISSIONER 



ATTEST: 



SIGNED 



KRISTI IZZO 
SECRETARY 
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I. OVERVIEW OF THE EDCS' PROPOSAL 

The EDCs have worked together to develop a detailed proposal for the competitive 
bidding of BGS that builds on the experience of prior BGS Auctions. The proposal for the Post 
Transition Year 2 BGS competitive bid process is summarized below. 

1. BGS procurement offers will be conducted through a statewide Auction Process that 
simultaneously seeks offers for all BGS Load in the State. Appendices A and B are the 
Auction Rules and further describe this Auction Process. 

2. The Auction will seek offers for the supply of full requirements tranches of each EDCs 
BGS-FP Load. Tranches will be identical and uniform within each EDC and will 
represent a fixed percentage of the EDCs total BGS-FP Load. That percentage, 
established in Year 5 (Post Transition Year 1) for each EDC, is the same percentage for 
each EDC that applies to the 34-month tranches procured in Post Transition Year 1. As 
one-third of the EDC load has already been procured for 24 months beyond the start of 
Post Transition Year 2, two-thkds of EDC load will be procured for terms starting 
June 1, 2004, the start of Post Transition Year 2. The majority of the EDCs propose that 
one-half of that requirement, or one-third of each EDCs total BGS-FP Load, will be 
procured for a one year term. The remaining one-half of the requirement will be 
procured for a period of three years. The end result of this Auction will be that 
beginning June 1, 2005, and each June 1 thereafter, the EDCs will have under contract 
one-third of their total BGS Load with a remaining contract term of one year, one-third 
of their total BGS Load with a remaining contract term of two years, and will need to 
procure one-third of their total BGS Load for a term of three years* in order to maintain 
this term averaging. ^ 

3. The EDCs are requesting that the Board approve the Auction Process proposal made for 
Post Transition Year 2 and also approve in concept that Auctions will be held for the 

* RECO has only four tranches. Therefore, it will deviate from the 1/3, 1/3, 1/3 term allocation and have a V4, Vi 
term allocation. For the other EDCs, the percentages are as close to 1/3, 1/3, 1/3 as rounding permits. 

--JGP&L takes no position regarding the term-averaging approach to BGS-procurement. 



open position in Post Transition Year 3 and Post Transition Year 4 on approximately 
the same schedule as proposed in this Auction and used in the prior two Auctions. Such 
approval would require compliance filings on July 1, 2004 (for Post Transition Year 3) 
and July 1, 2005 (for Post Transition Year 4). These compliance filings would include 
Auction Rules, proposed changes to the BGS Master Supplier Agreements, and 
information that tracks that provided in the Company Specific Addenda (e.g., 
contingency plans, rate design details, proposed tariff sheets, and accounting and cost 
recovery procedures). The Board would have an opportunity to review these compliance 
filings and direct any changes. The EDCs would request that the Board make a 
determination on the annual compliance filings by mid-September to allow sufficient 
time for the conduct of the Auctions. 

4. The EDCs will use a Clock Auction to procure BGS-FP supply. In a round, bidders will 
state how many tranches they wish to serve of a product (an EDCs BGS-FP Load for a 
given term) at the price in that round. The Auction ends when the amount supplied is 
equal to the amount the EDCs wish to procure. There will be a single clearing price for 
the BGS-FP Load of each EDC for a given term that will apply to all tranches for that 
EDC for that term. Payments to bidders for July through September will be shaped to 
reflect higher summer costs by the use of a multiplicative factor on the Auction price 
(e.g., 1 .2). Payments to bidders for the remainder of the bid period will be shaped to 
reflect lower winter costs by the use of a different multiplicative factor (e.g., 0.9). The 
overall average payment to the BGS Supplier will depend upon BGS demand in each 
season and, consequently, will likely differ from the Auction clearing price. 

5. BGS-FP rates for BGS-FP customers for Post Transition Year 2 will be designed using 
the methodology as described in each Company Specific Addendum. Bidders will be 
provided with a spreadsheet that converts a bid into customer rates. Bidders will factor 
into their bid for multi-year tranches the possibility of rate changes after the end of Post 
Transition Year 2. This will enable bidders to assess migration risk at various bid levels. 
BGS-FP rates will reflect market-influenced seasonality and time-of-use indications, 
where appropriate and feasible, in order to provide efficient price signals. 
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6. A Clock Auction will also be used to procure supply for BGS-CIEP Load. Beginning 
August 1, 2003, the larger customers will begin to receive BGS-CIEP service. While 
this service is appropriate for customers large and sophisticated enough to respond to 
hourly price signals, the EDCs believe it would be inappropriate to expand the 
customers on BGS-CIEP at this time.^ Each EDC has defmed the customers that will 
receive the BGS-CIEP service in its Company Specific Addendum. 

7. For BGS-CIEP tranches, rate schedules will specify a 0.03^/kWh payment for the 
Default Supply Service Availability Charge (DSSAC), a per kW or per kWh rate for the 
transmission obligation, a per kWh rate for ancillary services, and a provision to pass 
through the hourly PJM real-time energy price. The capacity charge will be determined 
through the Auction clearing price and will be converted to rates based upon fixed 
factors specified by each EDC. BGS-CIEP rates are designed to provide customers with 
an incentive for demand response to hourly prices. Bidders will indicate how many 
tranches they want to supply at the going capacity charge in each roimd of the Auction. 
The DSSAC will be charged to all customers eligible for BGS-CIEP service and 
represents the value of the BGS-CIEP option. Winning bidders will be paid the option 
fee times the monthly sales to all BGS-CIEP eligible customers, whether on BGS-CIEP 
or not. Additionally, for BGS-CIEP Load, suppliers will receive the daily BGS-CIEP 
capacity obligation times the clearing capacity charge resulting from the Auction, the 
daily BGS-CIEP transmission obligation times the transmission rate, the hourly BGS- 
CIEP Load at the EDC*s PJM zone bus times the zone hourly PJM spot price and the 
ancillary service rate times BGS-CIEP demand. While BGS-CIEP and BGS-FP 
tranches may be auctioned simultaneously, there will be no switching between BGS- 
CIEP and BGS-FP tranches. The term of the BGS-CIEP procurement will be for one 
year beginning June 1 , 2004. The entire position will be open as of that date. 



The Board Staff was the original proponent of this position. The EDCs concur and have filed comments in 
support of maintaining the current BGS-CIEP eligibility requirements until more experience is gained. This 
topic is the subject of a separate comment and working group process and will not be addressed further in this 
filing or the Company Specific Addendum: 



-6- 



8. Each BGS Supplier will be required to assume PJM Load Serving Entity (LSE) 
responsibility for the portion of BGS Load (whether BGS-CIEP or FP) served by that 
supplier. In accordance with the PJM Agreements, BGS Suppliers will be physically 
and/or financially responsible for the day-to-day provision of electricity to BGS 
customers. This full-requirements service includes the provision of capacity, energy, 
transmission, ancillary services and any other services as may be required by PJM. The 
LSE obligations of each BGS tranche are subject to uncertainty and bidders will be 
required to manage this uncertainty. All BGS customers are free to come and go from 
the BGS service upon notice requirements that generally require prior notice of 20 days. 

9. The detailed commercial terms and conditions under which the BGS Supplier will 
operate will be set forth m the BGS Supplier Master Agreements. The BGS Supplier 
Master Agreements are designed to govem the interaction of each EDC and the BGS 
Suppliers during the period when the BGS Supplier is serving BGS Load. This filing 
contains the EDCs' final draft BGS Supplier Master Agreements. Last year. Board Staff 
was instrumental m achieving consensus around contract terms that were adapted to the 
market and to the busmess needs of the bidders; this year's Agreements build upon this 
consensus and the acceptance of last year's BGS Supplier Master Agreements by all 
BGS Suppliers. Key commercial aspects of the Agreements include: 

• The BGS Supplier, assuming the responsibility of a LSE, will be 
responsible to PJM for assuring that its commitments to BGS Load have 
been met. 

• Each EDC will act on behalf of its customers as the procurer and counter 
party to the BGS Supplier Master Agreements in order to facilitate the 
transaction, but will not take title to the power in this role. 

• The BGS Supplier Master Agreements are structured to provide for 
adequate credit protection to protect customers and EDCs from the risk 
of supplier default and provide a process for suppliers to petition the 
Board for credit assurances should an EDCs credit situation be a cause 
for concern. 
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• The EDCs will provide billing, bill calculation and metering for all BGS 
customers in their service territory. 

• Suppliers will be responsible for meeting Renewable Portfolio 
Standards, both those currently in force and any new ones that may be 
implemented during the supply period. The EDCs will report on the 
Suppliers' behalf the information related to these standards. 

• Suppliers will be responsible for documenting the environmental 
characteristics of the energy provided by the BGS Supplier to BGS 
customers and providing that information promptly to the EDCs. The 
EDCs will make the required environmental disclosures on the 
Suppliers' behalf based on this information. 

10. In Post Transition Year 1, bidders requested that the EDCs pre-approve alternate 
corporate guarantees. The EDCs accommodated this request and approved alternate 
guarantees subject to certain conditions that protect customer interests. Similarly, some 
bidders sought pre-approval of minor changes to the credit instruments other than 
guarantees. This year the EDCs will implement windows that allow for pre-approval of 
alternate guarantees and of minor changes to credit instruments. 

1 1 . The EDCs have developed contingency plans, tariff sheets and accounting and cost 
recovery proposals that are detailed in the Company Specific Addenda. These are 
essential elements of the EDCs' Auction proposal, and the EDCs request that the Board 
review and approve these elements of the proposal. 

12. The Board will render a decision on the Auction Process and render a decision on the 
Auction results. The Board will approve or reject in their entirety the results of the 
BGS-FP Auction and, separately, the results of the BGS-CIEP Auction. 

13. The bids at the Auction will represent binding commitments on behalf of bidders and 
full acceptance of all contract terms. The Board will render a decision on the Auction 
results by the end of the second full business day after the day on which the Auction 
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closes. Upon Board approval, Auction results will be a binding commitment on the 
EDCs. 
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n. CONDUCT OF THE AUCTIONS 

In this section, the EDCs explain aspects of the conduct of the Auctions. The roles of 
the Board, the Board Advisor, the EDCs and the Auction Manager are explained. The EDCs' 
proposal for continued confidentiality of sensitive Auction information is presented. Finally, a 
preliminary timeline for the Auction is provided. 

A. The roles of the Board, the Board Advisor, the EDCs and the Auction 
Manager 

1. The Role of the Board 

The Year 4 and Post Transition Year 1 Auction Processes have proven successful in 
achieving the benefit of market-based prices for BGS supply. 

The EDCs believe that it is appropriate for the Auction Process to be similar to that 
approved m the previous Auctions. 

The EDCs believe that the Board should again play a substantial role in the Auction. 
Specifically, the EDCs respectfully reconunend that the Board and the Board Advisor be 
responsible for the following activities: 

1 . The Board will approve the BGS Auction Process, the Auction Rules, and the EDCs' 
Company Specific Addenda; 

2. The Board will approve the BGS-CIEP Supplier Master Agreement and the BGS-FP 
Supplier Master Agreement; 

3. The Board Advisor will oversee the conduct of the Auction and brief the Board during 
the Auction process; and, 

4. The Board will render a decision on final Auction results by the end of the second 
business day following the day on which the Auction closes^. 



^ In previous Auctions the q)pioval time frame was two calendar days. The EDCs propose to change this to two 
business days. This will not have a significant intact on bidders as there is not routine trading in forward energy 
markets on non-business days. 
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2. The Role of the EDCs 

It is important for the EDCs to work with the Board and with other parties to design a 
process that assures that supplies for BGS customers are procured at a cost consistent with 
market conditions, that there is a smooth and seamless transfer of BGS supply from Post 
Transition Year 1 to Post Transition Year 2 Suppliers, and that adequate protections are in 
place to assure that the BGS supply provided by competitive suppliers is physically and 
financially reliable. 

In that regard, we believe that it is appropriate for the EDCs to continue to assxmie the 
previously approved logistical responsibilities that include: 

• Retention of an Auction Manager to administer the Auction. 

• Development of the Auction Process, which is presented to the Board in this filing. 

• The promotion of the Auction in conjunction with the Auction Manager. 

• The supply of the data and other key information that the suppliers would use to prepare 
their bids that will be made available through an Auction web site maintained by the 
Auction Manager. 

• Provision of follow-up technical support to the Auction Manager in response to specific 
questions received by bidders with respect to the data and Auction process information 
and pre-Auction packages. 

• Development of the BGS Supplier Master Agreements and instruments for financial 
guarantees. 

• Review and approval of financial qualifications. 

• Execution of the BGS Supplier Master Agreements on behalf of their customers. 

In addition, the EDCs propose to fond the Board's retention of an independent Advisor to 
oversee the BGS procurement Auction under the Board's supervision and to advise the Board 
with respect to interim and final approvals. 
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3. The Role of the Auction Manager 

The EDCs will retain an Auction Manager to administer the Auctions on their behalf 
and on behalf of the Board. The Auction Manager will be responsible for day-to-day 
administration, for dissemination of information about the Auction Process and for 
coordination between the Board with its Advisor, and the EDCs. Further, if necessary, the 
Auction Manager will be responsible for the development of software that will implement the 
rules of the Auction. 

The Auction Manager would be primarily responsible for the following tasks: 

• Setting up and maintaining a web site for the dissemination of Auction information to 
stakeholders. This Auction information includes application deadlines, information 
session dates, as well as the information packages prepared by the EDCs and the 
Auction Manager. 

• Receiving queries from interested parties, directing the questions to EDC 
representatives if necessary, and returning the answers to the asking parties. To 
maintain faimess and to ensxjre that all parties have the same information, tiie Auction 
Manager will also maintain a database of all questions and answers on the web site. 

• Receiving applications for qualification and notifying interested parties of the results of 
the qualification procedure. 

• Receiving indicative offers and bid bonds, ensuring that these are in accordance with 
the rules and notifying quaUfied bidders of their initial eligibility. 

• Developing and testing bidding procedures that implement the Auction rules. 

• Providing technical help to bidders with respect to the Auction rules and the bidding 
procedures. 

• Managing the interface during the Auction, to ensure that Auction parameters such as 
length of rounds and decrements are set appropriately. 

• Developing information packages that bidders will receive at bidder information 
sessions. 

• Drafting manuals for the Auction. 

• Reviewing other information required of bidders before and after qualification and 
resolving issues over associations with the Board Advisor. 
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• Training potential bidders in the bidding procedures and communication protocols. 

• Providing to the Board and the EDCs an interim report after the Part 2 Application and 
a full factual report on the Auction and on the final results. 

In addition, the Auction Manager would support the EDCs and the Board in providing 
assistance, when appropriate, with the following tasks: 

• Promoting the Auction to potential participants. 

• Coordinating between the Board with its Advisor, and the EDCs. 

The Auction Manager is important to a well-run process, from the promotion of the 
Auction to the certification of the results, and performs an essential task in developing and 
testing the bidding procedures for the Auction. 

B. Confidentiality of Auction Information 

On December 3, 2002, the Board issued an Order in the prior auction. Docket Nos. 
EXOl 110754 and EO02070384 in response to a Secretary's letter of November 7, 2002 
wherein a list of information was requested by the EDCs to be found exempt from the 
requirements of the Open Public Records Act (OPRA) NJ.S.A. 47:1A-1 et seq. and the rules 
promulgated by the Board there under at N.JA.C. 14:1-12 et seq. The Board found the 
following information, filed as part of the auction process, resulting from the BGS-FP or the 
BGS-CIEP Auctions, or provided by market participants for the purposes of participating in the 
Auctions, to be information that would provide an advantage to competitors or bidders, and 
deemed it confidential and not included as a government record pursuant to OPRA: 

1 . EDC specific starting prices (charges) that are in effect for the first roimd of 
bidding; 

2. Logic processes and algorithms used by the auction manager to determine the 
starting prices (charges), and volimie adjustments during the auction rounds; 

3. Indicative offers consisting of the number of tranches a qualified bidder is 
willing to supply at the maximum (and minimum starting) prices; 

4. Auction roxmd prices (charges) and individual bids in each round; 
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5. Bidder information supplied to qualify for the Auctions from the Part 1 
Application: 

• The identity of the bidders except for the identity of the winners as 
released by the Board; 

• Information on Bidding Agreements 

• Financial and Credit Requirements [except for (i) two most recent credit 
reports, (ii) most recent SEC Form 10-K, (iii) applicants senior 
unsecured debt rating from Moody's, Standard and Poor's and Fitch] 

• Guarantor' s Information 

• Justification for Omissions 

6. Bidder information supplied to register for the Auctions from the Part 2 
Application: 

• The identity of the bidders except for the identity of the winners as 
released by the Board; 

• Qualified Bidders Indicative Offer and Calculation of Required Bid 
Bond; 

• Qualified Bidders Preliminary Maximum Interest in Each Product; 

• Additional Financial and Credit Requirements; 

• Associations and Confidential Information Certifications; 

• Justification for Omissions. 

Based upon the fact that the auction process for Year 2 of the Post Transition will require 
the identical information to be supplied, the EDCs request that the Board find and conclude that 
the foregoing information be deemed non-public proprietary commercial and financial 
information that would provide an advantage to competitors or bidders and not included as a 
government record pursuant to OPRA. 
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C. Regulatory Milestones and Tentative Auction Timeline 

The proposed Auction timeline is as follows. 



Timing 




Activity or Decision Point 


7/1«003 




Auction proposal filed 


7/1/2003 




EDCs' filing, including provisional Auction rules, posted to Auction web 

site 


7/18/2003 




Discovery request deadline (on EDC proposal) 


7/17/2003 




Data Room and other portions ofwww.bgs-auction.com are fully updated 


8/1/2003 




Discovery response deadline 


8/8/2003 




Deadline for Alternative Proposals or Initial Comments 


8/15/2003 




FAQ first posted to viww.bgs-auction.com 


8/15/2003 




Discovery request deadline (on non-EDC positions) 


8/25/2003 




Discovery response deadline 


End of August 




Legislative Board Hearings 


9/9/2003 




Deadline for Final Comments 


9/16/2003 




Information Session for Potential Bidders 


9/24/2003 




Board Deasion on Auction Proposal 


10/1/2003 




Compliance Filing 


10/8/2003 




Board Deasion on Compliance Filing 


11/24/2003 




Statewide load cap announced for CIEP Auction; load caps announced for 
FP Auction 






Statewide minimum and maximum starting charges (prices) announced for 
CIEP (FP) Auction 


11/24/2003 




Tranche sizes announced 


12/4/2003 




Infomnation Session for Potential Bidders 


12/16/2003 to 12/19/2003 




Part 1 Applications are reviewed 


12/19/2003 




Applicants are notified of Part 1 Application Results 


1/9/2004 to 1/16/2004 




Part 2 Applications are reviewed 


1/9/2004 to 1/16/2004 




Potential Association issues are reviewed 


1/16/2004 




Applicants are notified of Part 2 Application results 


1/22/2004 




Tranche Fee is announced 


1/22/2004 




Information session for registered bidders 
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1/27/2004 




Trial Auctions for registered bidders 


1 /Oft/2004 




Fr)r^-<inprufic <itr)rtina nharop^ and ^tartinn nru^^ arp announced 


2/2/2004 




Auctions start 


Conclusion of Auctions 




Full Factual Report to the Board from the Auction Manager and CRA 


By end of 2^ business day 
after the day on which the last 
Auction closes 




Board decision on Auction results 


Within three business days of 
Board Decision 




VVinning suppliers execute BGS Supplier Master Agreements and other 
necessary documents 


6/1/2004 




Power Flows 
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ni. BOARD APPROVAL AND EXECUTION OF BGS SUPPLIER 
AGREEMENTS 

The EDCs propose that the Board decide formally whether or not to accept the Auction 
results within two business days of the day on which the Auction closes. Since the Auction 
Process would have been previously approved by the Board, accepted bids resulting from the 
Auction would be presumed reasonable and prudent. 

The EDCs recommend that each winning bidder be inmiediately notified by the Auction 
Manager of the Board's approval of the Auction results, and that each winning bidder and each 
EDC be given a period of three business days from receipt of the notification to formally 
execute the BGS-CIEP and BGS-FP Supplier Master Agreements. The obligations outlined in 
that Agreement will be part of an irrevocable offer that will become a binding, contractual 
obligation upon the award of the bid and contract execution will memorialize this commitment. 

In other words, the purpose of the review and approval process reconunended by the 
EDCs is for the Board to take the necessary time at the front-end to resolve potentially 
contentious issues, to provide a mechanism for an expeditious decision from the Board in 
response to the Auction results, and to provide assurance to suppliers that, once they are 
notified by the Board that their offer to serve one or more tranches has been accepted, they will 
indeed be serving that BGS Load. With this overall approach, the risk to suppliers associated 
with participation in the Auction will best be minimized, thereby helping to mitigate some of 
the risk premiums that suppliers may include in their offers and thereby reducing costs for 
customers, and encouraging maximum supplier participation in the Auction. 



-17- 



IV. SUPPLIER MASTER AGREEMENTS 

Appendices C and D to the filing contain the final drafts of the BGS Supplier Master 
Agreements proposed by the EDCs for Post Transition Year 2. The EDCs, through the Auction 
Manager, will notify all known potential bidders^ that these final drafts have been filed and that 
comments must be provided to the Board. The EDCs propose that on the standard comment 
schedule, parties to this proceeding and potential bidders have an opportunity to comment on 
how the Agreements could be improved to be better for BGS customers. The Board could 
weigh those comments and approve the Agreements in its Order on this filing. As previously 
discussed, Board Staff was instrumental in helping to implement a process to negotiate the 
Agreements in Post Transition Year 1. As the Supplier Master Agreements filed here are 
consistent with the Post Transition Year 1 Agreements, which were accepted by all BGS 
Suppliers, the EDCs would resolving issues raised in conmients. However, the EDCs would 
again be willing to participate in a Board StafiT sponsored dialogue concerning these 
Agreements. 



Potential bidders may not all be on the Service List in this proceeding, as many elect not to participate in the 
regulatory aspect of the Auction Process. 



•1 
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APPENDDC A 

Preliminary Auction Rules for CIEP Auction 
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APPENDK B 

Preliminary Auction Rules for FP Auction 



1 
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Vn. APPENIDXC 

CECP Suppler Master Agreement 
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Vffl. APPENDIX D 

FP Supplier Master Agreement 




VOHOHVaSTVNy 



